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GASOLINE PRICE WAR IN NEW JERSEY 


THURSDAY, DECEMBER 15, 1955 


Untrep Srares SENATE, 
Setect CoMMITTEE ON SMALL BustNess, 
SUBCOMMITTEE ON RETAILING, DisTRIBUTION, 
AND Farr Trape Practices, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10:20 a. m., in room 
457, Senate Office Building, Senator Hubert H. Humphrey (chair- 
man of the subcommittee) ‘presiding. 

Present : Senator Humphrey. 

Also present: Walter B. Stults, staff director; Lewis G. Odom, 
chief counsel; Philip F. Jehle and John Flynn, counsel ; and Robert 
A. Forsythe, ‘administrative assistant to Senator Edward J. Thye. 

Senator Humpurey. We will call this hearing to order. 

I want first to thank all of the witnesses who have been so coopera- 
tive in arranging to be here. I know you are very busy men of re- 
sponsibility, and we do appreciate your spirit of cooperation and your 
willingness to help this subcommittee. 

This is the Subcommittee on Retailing, Distribution, and Fair 
Trade Practices. The gentlemen to my left and right are members 
of the staff, as are the ladies. 

I would like to make just a brief statement. 

Judging from letters being received by the Subcommittee on Re- 
tailing, Distribution, and Fair Trade Practices, service-station opera- 
tors throughout the United States will be watching closely the events 
taking place during the 2 days of public hearings which begin here 
this morning. 

It is readily understood, of course, that the gasoline retailers of 
New Jersey are aware of their immediate and personal interest in the 
outcome of the investigation being made of the price wars raging in 
their State. However, service-station operators elsewhere in the Na- 
tion have informed the subcommittee of their belief that the results 
of the New Jersey inquiry may well have considerable impact upon the 
vitality and prosperity of their own businesses. These operators 
declare that the major economic and competitive problems experienced 
in New Jersey are similar to their own, being distinguished only by 
degree of severity. Apparently, none understand better than do the 
members of the retailing segment of the petroleum industry the strong 
community of interest which underlies their struggle for independence 
as small-business men. 

Thus far in the course of the subcommittee’s inquiry into the New 
Jersey gasoline price wars, testimony has been received from affected 
service-station operators, State officials, including Gov. Robert B. 
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Meyner, and other interested parties. These witnesses have differed 
respecting the causes of the price wars and in regard to the most 
appropriate means for ending them, but all have agreed that the eoo- 
nomic plight of the New Jersey dealers engaged in price wars was 
steadily worsening. 

Now to turn directly to the witnesses scheduled for these hearings, 
the officials of the 12 major oil companies doing business in New 
Jersey. From these witnesses, we hope to obtain detailed information 
concerning the causes of the New Jersey price wars and the competi- 
tive practices which aggravate such wars. We are also hopeful that 
the major oil company officials appearing here can offer constructive 
recommendations for alleviating the serious economic distress of their 
dealers. 

I might add to that prepared statement that the witnesses, as I 
understand it, have been given a copy of the transcript of the other 
hearings, so that there are no secrets, there are no hidden ball plays. 
We want to get information. I think the witnesses here understand 
that this is not a legislative committee, as such. It is a committee 
of inquiry or a committee of discussion and investigation. However, 
we will pass along our information to whatever departments of the 
Government may be affected, as we already have to the Justice De- 
partment, to the Federal Trade Commission, and to the related legis- 
lative committees of the Congress. In this instance it will most likely 
be the Committee on the Judiciary. 

I was hoping that Senator Duff might be able to arrive while I 
was making this statement,’ but we will look forward to seeing him 
shortly. Without any further comment on my part, I am going to 
ask if Mr. Robert Scholl, vice president of the Esso Standard Oil Co., 
New York City, is with us. Mr. Scholl. 

Mr. Scnoii. Good.morning, sir. 


STATEMENT OF ROBERT H. SCHOLL, VICE PRESIDENT, ESSO 
STANDARD OIL CO., NEW YORK, N. Y. 


Senator Humenrey. Mr. Scholl, first of all I want to thank you 
for your cooperation in coming here. 

Now, Mr. Scholl, and all other witnesses, I would appreciate your 
taking cognizance of the format of this hearing: When you appear, 
please just identify yourself and your company for the record: and, 
if you have a prepared statement and you wish to have it inserted in 
the record, it can be done. Or if you wish to read it, you can do that. 
If you wish to paraphrase it and then have it inserted, you may do that. 

In other words, this hearing is held on the basis of accommodating 
witnesses, and at the same time trying to get as much information as 
we can get. 

Proceed, Mr. Scholl. 

Mr. Scuoiy. For the record, Mr. Chairman, my name is Robert. H. 
Scholl. Iam a vice president of Esso Standard Oil Co., and my office 
is in New York City. 

I do not have a prepared statement. I thought I would like to dis- 
cuss with you rather informally this very serious problem that the 
committee is investigating in New Jersey, involving a price-war 
situation. 
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Senator Humpnrey. Mr. Scholl, did you have an opportunity to 
read the preliminary transcript? I mean the previous testimony and 
hearings ? 

Mr. Scnoiu. Yes, indeed, I did. And much of what I will have to 
say will be directed to a discussion of the testimony which has already 
been brought before this committee. 

Senator Humenrey. Very good. Thank you, 

Mr. Scuou. I think perhaps as a matter of bad dean I ought to 
tell you something about my company. Esso Standard Oil Co. is a 
wholly owned subsidiary of Standard Oil Co., a New Jersey corpora- 
tion. We operate in 18 States and the District of Columbia, mostly 
along the eastern seaboard, going as far west as Pennsylvania, Ar- 
kansas, and Louisiana. We have our own officers and board of di- 
rectors. They have the responsibility for operating the company. 

We do not own oil wells. We do not produce crude oil. We refine 
crude oil; we transport products, and we market products. 

In our operation we try to keep our operating departments separate, 
so that each stands on its own feet. Our marketing department oper- 
ates on its own profit-and-loss statement. It is given the responsibility 
of selling products at a price which will show a return on the invest- 
ment and a reasonable profit on the assets that are committed to our 
marketing operation. I mention this because I think it is important 
for you to realize that in our setup there are no profits which can 
subsidize our marketing operation. 

Generally speaking, we are not in the retail service-station business. 
In New Jersey we have four service stations which are operated by 
the company directly, as a company operation. I am sorry; it is now 
3, not 4. They are operated as training stations, and that is the only 
purpose in having them. We do not have any stations that are oper- 
uted on a commission or consignment basis. 

Senator Humpurey. Now, is that the only State where you have 
ownership of stations? You said you operated in an 18-State area 

Mr. ScHoii. Oh, no, sir. We own stations throughout the terri- 
tory where we operate. 

Senator Humpnrey. But, in New Jersey you own three? 

Mr. Scuotn. No; in New Jersey we oper ate three, directly. 

Senator Humpnrey. There is a difference between ownership and 
operation Q 

Mr. Scuotyi. Yes, indeed. 

Senator Humpurey. Yes? I wanted toclear that up. 

Mr. Scnori. We own several hundred, but we actually operate, our- 
selves, for our own account, only three. And we do that for the pur- 
pose ofa training-station operation, which we find very helpful in 
instructing our dealers, bat particularly their employees, in good 
methods of service-station operation. 

In New Jersey 58 percent of the Esso dealers own or lease their 
own stations; that is, lease them from people other than our company. 
The lease which we use—— 

Senator Humpnrey. Now, you are speaking of 58 percent of the 
stations that use your gas? 

Mr. Scuorx. That is right, of the total Esso dealers; 58 percent of 
the total Esso dealers do not lease property from us. They either 
own it or they lease it from a third party. 
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The lease form that we use is a very simple, very ordinary form of 
real-estate lease. There are no clauses in it with respect to the opera- 
tion of the station, and the usual practice is to make the lease for a 
period of not less than a year. We do have some leases which run 
for a longer term, but perhaps the usual practice is a 1-year, noncan- 
cellable lease. 

Now, that is background. Turning to the price-war situation in 
New Jersey as it has appeared from the testimony brought out before 
this committee, it seems to me that there are several factors which 
have been pointed to as perhaps being important things and the reason 
why we have had price wars in New Jersey, and I would like to look 
at some of those things. 

The first thing that was suggested by a number of witnesses was 
that there was a surplus of gasoline in New Jersey, and it was that 
pressure of surplus gasoline on the market and the need to dispose of 
it which sort of dumped gasoline there and brought the price down. 

I think it is true that there has been a surplus of refinery capacity 
in the industry for the last year, at least. Part of that, I think, is 
due to the fact that the Government has urged the industry over the 
last couple of years to build up refinery capacity as a necessary back- 
log for defense. 

_Whether this actually caused pressure of surplus gasoline on the 
market, I think is perhaps questionable. Certainly, as far as my 
own company is concerned, we operate our refineries on the basis of 
determining first the amount of product that we are going to need, 
we have a demand for, and we think we can sell in the market, and 
then we set our refining schedules accordingly. 

We don’t run our refineries all-out and then find ourselves with 
overflowing tanks and then proceed to dump it somewhere. To us, 
that would be a ridiculous way to run a company. Whether any of 
our competitors do, I don’t know. We don’t. 

Senator Humpurey. What you are saying is, while you may have 
some surplus capacity, you do not necessarily utilize that capacity 
for maximum production unrelated to the market need; you try 
to estimate what you think would be your share of the market and 
the amount of product that you will be able to dispose of, or to sell, 
during a particular time; is that correct ? 

Mr. Scno.iy. That is exactly what I am saying. 

Senator Humpnurey. And you may have some capacity that stands 
in reserve, so to speak, idle capacity, at all times? 

Mr. Scnoty. That is correct. 

Senator Humpurey. That is not an unusual situation for industry; 
is it? 

Mr. Scnoitt. By no means. In fact, operating a plant at just 100 
percent of capacity, as you know, in many lines is the unusual thing. 
Senator Humpurey. And sometimes a very expensive operation ? 

Mr. ScHoiy. Some times it is. 

Senator Humpnurey. The cost factor sometimes is multiplied under 
those circumstances? 

Mr. Scnotu. I think you would say that within reason, Senator, 
it is not an unusual thing in business to have available capacity which 
isn’t used right up to the hilt. 

Senator Humpnrey. Right. And your experience for your com- 
pany—you are speaking now only for your company? ~ 
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Mr. Scott. Only for my company. 

Senator Humpnrey (continuing). Is that you try to reserve that 
capacity rather than to utilize it, and thereby overproduce for the 
market ? 

Mr. ScHo.ty. Yes, sir. And one reason is that it is true that the 
view ahead in this business is for a greatly increased fuel demand over 
the coming years. So some of this capacity that we have built is 
pointed at ‘that growing market. 

Senator Humpnuerey. I can tell you that this surely must be a grow- 
ing market when you can’t find a place to park. 

Mr. Scnowt. I think that is true. 

Now, another thing that has been pointed out as significant is that 
some 4 or 5 years ago a new supplier came into the New Jersey 
market, bought an old refinery, completely remodeled it or rebuilt 
it, and emerged with a brand new refinery that was looking for an 
outlet for product. 

From the trade press, it would appear that that company chose to 
market the output of its new refinery through distributors, which was 
certainly an option that was available to them. 

Now, whether the fact that this gasoline went through the hands of 
distributors has anything to do with this situation, I don’t know. 

Senator Humpurey. Will you identify that company, Mr. Scholl? 

Mr. Scnoru. Yes; I am talking about the California Oil Co. 

Senator Humpurey. Is that commonly known as Calso? 

Mr. Scnotx. Yes; Calso being the brand under which they sell in 
New Jersey. 

Senator Humrnrey. The brand name? 

Mr. Scnotz. That is right. The fact that that company chose to 
sell its product through distributors . which I believe to be the case, 
simply means that in “the channel of distribution there was another 
group of small-business men who served a necessary part of the dis- 
tribution pattern. 

I think it is well to keep that in mind, because there is a tendency 
to point the finger at a big company and say, well, it is the big com- 
panies only. C ‘Jearly there were a number of intermediate distribu- 
tors who were also suppliers in this market. 

Another thing that happened was that about 1949 several new types 
of stations appeared. They were called multipump stations. They 
stressed the fact that they a many pumps out front, and—— 

Senator Humrnrey. Sort of supermarkets ? 

Mr. Scuott. That is correct; supermarket-type that was some- 
what new, and their accent was on price rather than service, and some 
of them posted large signs reading “Save 5 cents,” and that kind of 
thing. 

Now, certainly that was something new in the picture that gave 
all of us something to think about. And the attempt to sell gasoline 
at retail at 4 or 5 cents below the going market was certainly a dis- 
turbing thing. Many of the retail stations in the vic inity of these 
large stations immediately experienced a loss of gallonage, and many 
of the dealers felt it nec essary to move in and to meet in whole or 
in part this new type of competition. 

Deaton Humpnrey. Mr. Scholl, first of all, do you mind if I in- 
terrupt as we go along? 

Mr. Scrorr. Not at all. 
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Senator Humpnurey. Thank you very much. The point that I 
would like to ask right now is were these multipump stations brand- 
name-gas stations! You know we have pretty well identified the 
national brands in the American field of service and goods. Now, 
were the petroleum products used in the multipump stations to which 
you refer national brand gasolines / 

Mr. Scuouti. They were not well-known brands. 

Senator Humpnrey. That is what I meant. 

Mr. Scnoit. What are sometimes called private brands. 

Senator Humpurey. They are not the ones that would have an 
ad in Collier’s or the Saturday Evening Post, national advertising ¢ 
1 will include Life and Look in that. 

Mr. Scuoiu. Yes, sir; they were not nationally advertised brands; 
that is certainly true. 

Now, another thing that happened was that at least one of the 
large companies moved rather promptly to meet this kind of compe- 
tition at the retail level with their own company-operated stations. 

Senator Humpurey. What company was that, Mr. Scholl ¢ 

Mr. Scuoityi. That was the Sun Oil Co. 

Senator Humpurey. That was about 1949-50? 

Mr. Scuout. In that period; yes, sir. And this I get from reports 
in the trade press and in the newspapers and talk in the industry. 
I can’t talk of my own knowledge here, but I think it was rather 
generally known. 

And I know that the dealer associations have said that that com- 
pany also very promptly moved to bring pressure on its dealers, 
perhaps to help its dealers to meet that sort of competition. 

Now, the effect of these things, it seems pretty clear from the 
testimony, was first to make the public extremely price-conscious. 
They were, in fact, told a price war was going on. Lots of dealers 
decided to play that up. 

The dealers became very much disturbed by this, because this was 
beginning to affect their profits, and the dealer associations took 
steps of one kind or another, and one thing that they started to do 
very quickly was to say that this was a price war which was being 
caused or fomented by the large supplying companies. 

The thing that seems to have been lost in this discussion was that 
this so-called price war, this intense price competition was immediately 
felt just as strongly at the wholesale level as it was at the retail level. 
And I will develop that a little further, if I may, as I go on. 

Now, what did Esso Standard Oil Co. do in this situation? Our 
price policy was this: We heard very promptly from our dealers who 
were affected by this kind of competition at the retail level, that they 
were being hard pressed, that their profits were being cut. We have 
always felt that the competition that we were entitled to meet on a 
“meeting competition” basis was competition at the level at which we 
sell, which is the wholesale or tankwagon level. So when we had it 
brought to our attention that this sort of price disturbance was going 
on, we sought to determine the price at which comparable quality 
products were being sold at the wholesale level. 

If such products were available generally in the market at a price 


lower than our tankwagon price, we felt that we had no option except 
to meet that competition. 
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Now one way in which we met it was to give voluntary allowances 
to our dealers. The term “voluntary allowance” means to us simply 
this: That it is an aid which we extend to our dealers which we think 
is justified by the competitive situation at the wholesale level. We 
call it a voluntary allowance to distinguish it from an ordinary reduc- 
tion in tankwagon price as an indication that we hope it is temporary, 
and to sort of put everybody on notice that it is to meet a given com- 
petitive situation, and we hope some day to return the price to a more 
normal level. 

Senator Humpurey. So, in fact, what you tried to do is to maintain 
what you call a normal price level for a continuing long-term market, 
and you make adjustments in what you hoped would be a temporary 
emergency situation ; is that correct ? 

Mr. Scuoii. That is true. Where we do not, in a situation like that, 
move our posted tankwagon price, it is because we hope that in not too 
long a time we will be able to get back to that level of price in the 
wholesale market. 

Our experience, of course, was that frequently this voluntary allow- 
ance spread. We would start it out in an area—and let me point out 
here that our practice has always been to apply any such voluntary 
allowance not to individual dealers, but to what we regarded as the 
trading area affected by this type of competition. Concededly, the 
job of drawing a line around a trading area is a difficult one, and it 
tends to spread. 

But using the best judgment we could, we would try to spot the 
area where the competition was being felt, and we would make our 
voluntary allowance available to dealers in that area regardless of 
what they did with their retail price. 

Senator Humpurey. In order to clarify this record as we go along, 
is it fair to say, Mr. Scholl, that your company did not initiate price- 
cutting ¢ 

Mr. Scnorz. That is true. 

Senator Humrnrey. But that you responded to the competition by 
the terminology that you use here, or the means of a voluntary 
allowance ? 

Mr. Scuoiy. Yes, sir. 

Senator Humpnrey. Is that your situation? 

Mr. Scuo.yi. That’s correct. 

Senator Humpnurey. And that voluntary allowance was made on 
the basis of your analysis after the complaints of dealers or the re- 
quests of dealers as to a trade area in which the competition was seri- 
ously affected, the dealers using your products and the wholesalers 
distributing those products; is that correct ? 

Mr. Scuoty.. That is correct. The experience, of course, was that 
these price-war areas had a tendency to spread, and if they became 
sufficiently widespread, then the obvious thing to do was to recognize 
that perhaps a new situation existed, and to reduce the tankwagon 
price statewide. 

At the present time that is what we have done. We have a state- 
wide tankwagon price, and I think, unless things have changed in the 
last day or so, we have no voluntary allowances in effect in New Jersey 
at the moment. 

Senator Humpnrey. So you cover now the whole State of New Jer- 
sey with this revised price schedule? 








208 GASOLINE PRICE WAR IN NEW JERSEY 


Mr. Scuotu. With what we believe to be a subnormal tankwagon 
price. 

Senator Humpurey. And how long has that situation prevailed, 
Mr. Scholl? I mean in general terms. 

Mr. Scuoitz. I would guess that the present level of tankwagon 


price has been in effect for, perhaps, a month. I can get you the 
figure, the date; but I am not sure. 


Senator Humpnrey. What is the present tankwagon price? 

Mr. Scuotu. The present tankwagon price, ex tax, is 1414 cents. 
You have to add 6 cents a gallon tax to that. 

Senator Humpnrey. So it is actually 2014 cents with the tax 
included ? 

Mr. ScHoin, 2114. 

Senator Humpurey. 1414, you said 

Mr. ScwHoii. No, no. I am sorry. 
rect ; 2014. 

Senator Humpurey. 2014. When I was in New Jersey about a 
month or two ago, it was 19 something; is that not correct? 19.6? 

Mr. Scuoiu. It has been at that figure. 

Senator Humpnurey. It has been down to around 1914? 

Mr. Scuouu. Yes, sir. 


Senator Humpurey. But it is presently a little over 2014. All 
right. 

How do you determine these tankwagon prices, Mr. Scholl? 

Mr. Scuotu. The only way that you can do it is by the judgment 
of experienced marketers. It is a matter of always keeping your eye 
on the competition ; because if you do not do that, you lose your shirt, 
and on the other hand, it is a matter of keeping in mind a reasonable 
price that you ought to get for your goods. 

Now, again, going back to the testimony of some of the competitive 
efforts, I would like to comment on some of the things that have been 
brought out, mostly by dealer witnesses who have appeared here. 

Some witnesses have testified to the fact that suppliers gave guaran- 
teed margins to their dealers, apparently, dependent upon the price 
that the dealer himself was posting at the retail level. My company 
has never done that. We have not regarded that as being good busi- 
ness. 

There was testimony that some of our competition has used com- 
mission or consignment plans on a sort of off-and-on basis, or as a 
temporary expediency. We have never done that. 


Then there was some testimony that some dealers got month-end 
rebates 


Senator Humpurey. That is correct. 

Mr. Scuoru. On the gasoline which they bought. We have never 
followed that practice. 

There was also testimony that some dealers got a forgiveness of rent. 
Apparently some of them were very confused about the basis for this 
forgiveness, but they got something at a later date which came off 
their unpaid rent. We have never dealt with our leases that way. 
We have tried to act as a landlord when it came to leasing property. 
We have tried to get a reasonable rent for the property, and we have 
tried not to mix the question of rents with the question of the price 
of our goods. 

Senator Humpnery. Is that rent stipulated in your lease? 
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Mr. ScHouu. That rent is definitely stipulated in the lease. 
Senator Humpnrey. You insist on getting the rent that is stipu- 
lated in your lease as an actual payment / 

Mr. Scnoiti. We do. Now, let us recognize that there are times 
when a station may be so badly affected, perhaps by changed business 
conditions, that a dealer will come to us and say, “I can’t pay $200 a 
month rent,” and, if we examine the situation and know that if we lose 
that dealer we are not going to be able to get that rent in the market, 
we try to be realistic about it. But, what we do then is to write a new 
lease for a term, or perhaps to change the rent for the balance of the 
term of the lease, to a new figure, which then remains firm. 

Senator Humrurey. In your lease contract you have a clause that 
provides for reopening of the rental ? 

Mr. Scuoiu. No, sir. This would be voluntary. Our lease is for 
a fixed term. 

Senator Humpnrey. What is the average lease? 

Mr. Scuoiy. Term ? 

Senator Humpurey. Yes; term. 

Mr. Scuott. I would say that most of our leases are on a one-year 
basis. 

Senator Humpnrey. A 1-year basis. 

Mr. Scnoti. Some of them are for longer periods. 

Senator Humpurey. With option for renewal? 

Mr. ScHotu. Some of them renew automatically unless either party, 
before the end of the term, gives notice of nonrenewal. We do not 
have any short cancellation provisions in our lease. That is the point 
I would like to get across. 

Senator Humpnrey. Thank you. 

Mr. Scuoty. Now, in addition to these activities that have appeared 
in the testimony, there are some others that we have found rather 
puzzling. Some of the dealer associations started a campaign of what 
they called, I believe, bottom selling. I think I can, perhaps, describe 
this best not in my own words, but in the words used by some of the 
dealers in talking with the newspapers. 

I have here a March 25, 1954, clipping from the Elizabeth Daily 
Journal, in which Mr. Charles Rabig, president of the Union County 
Gasoline Retailers Association, is quoted. This clipping is apparently 
quoting Mr. Rabig: 

Thus, he explained, a large group of association members will pass along to 
customers the aid extended dealers in subsidies by oil companies. Such sub- 
sidies are intended by the oil companies to help distressed dealers, Mr. Rabig 
said, but will not have that effect because of the price cuts. He said he was 
“sorry to see that we will have to lose some good small dealers who cannot stand 
this pressure,” but that a letup in price-cutting campaign to aid such station 
operators would nullify the effects of the drive so far. 

Now, at this time the bottom-selling campaign had already been 
underway for a number of months. Then a little later, in the April 
7, 1954, issue of the same publication, there was this paragraph: 

Oil companies have been slow to increase subsidies in this area, but may do 
so this week, Mr. Rabig said. If this happens, he said, dealers in his 2ssocia- 
tion “will again throw it back on the street,” that is, will pass along the subsidy 
to customers and cut the price still more. 

Frankly, we were puzzled and confused by these tactics. I think 
that they were a counsel of desperation as far as the dealers were con- 
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cerned, but certainly it was an extremely confusing influence in what 
was already a confused situation. 

In addition to this, partly I think as a result of this campaign to get 
the dealers to sell low, partly just as a result of price-war situations 
generally, a number of dealers got a taste of how they could run a 
business on a cut-profit basis. These were mostly dealers who were 
on main highways, where there was a lot of traflic by their door and 
where they could draw a lot of trade with a lower price. And, appar- 
ently, some of them found that they did pretty well, that their increase 
in volume was such as to offset a low er profit, and it would appear that 
some of them did not want to give it up after they got a taste of it. 
And certainly that increase in the number of dealers who were selling 
at cut prices, and, apparently, liking it, was another difficult thing in 
the picture. 

Now, there is one charge that has been repeated pretty often before 
this committee that I would like to give rather special attention to, 
because it is a very bothersome one to us as suppliers. And that is 
the charge that apparently the supplying companies are engaged in 
trying to drive dealers out of business. As far as Esso Standard 
Oil Co. is concerned, I would like to say categorically that that is 
untrue. Moreover, I would like to say that it seems to me that it is 
obviously ridiculous. We inaugurated a while back a way of recog- 
nizing dealers who had been selling our products over a long period 
of years. We felt we had a record of relationship with dealers that 
was something to be proud about, and maybe they were proud of it, 
too. Asa result of that, we have given awards to 700 dealers—this 
is over our whole territory—who have been with us over 30 years; 
2,000 dealers who have been selling our products for over 20 years; 
and 3,000 dealers who have been with us as customers for over 10 
years, 

In the State of New Jersey 70 percent of our dealers have been 
selling our products for 5 years or longer. This represents the largest 
single group of our customers. These Esso dealers represent the big- 
gest outlet we have for one of our principal products, namely, gaso- 
line, and far from wanting to drive them out of business, we ‘have 
done everything that oc urred to us that could possibly build them up. 

One of the things that we felt was a necessary thing in this picture 
was to build up the position of the dealer in the community, to build 
up his public acceptance. It seems to me that perhaps I could make 
this point clear visually by showing to you some samples of our 
current billboard campaign, all designed to build up the Esso dealer 
as a friendly person who is there to render service to the motorist. 

Here is one billboard that we have used this year. The line is 
“Here to serve you better,” and shows a picture of a good-looking 
Esso dealer. 

Here is one of an Esso dealer looking through a car windshield 
and simply saying, “Thanks,” stressing Esso dealer service. 

Here is one we used in the summer which says, “Happy vacation, 
happy motoring,” and shows a good-looking, competent Esso dealer. 

Sure, this is trying to sell our product, but most of all it is trying 
to sell our dealer. In our advertising we have continually stressed 
this theme of the importance of the Esso dealer in our distribution 
picture. Here are a couple of examples of our current advertising. 

This is a page ad which says at the top: 
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First choice in gas and oil, last word in dealer service. The many thousands 
of convenient, modern Esso-dealer stations from Maine to Louisiana are well 
equipped and ready to do the job for you. 

And we show a picture of a good-looking Esso dealer serving a 
customer. 

Here is another one on the same theme: 

First choice in gas and oil, last word in dealer service. Here is how you can 
make your driving more pleasant. Your Esso dealer will be glad to give your 
ear a thorough checkup now. 

The picture again is one of an Esso dealer. 

Now, that was a very conscious choice. We felt the need of building 
up our dealer. 

Just to give a seasonal touch to this thing, here is a billboard we 
will use this month, and here is a service-station poster which we 
provide for our dealers to put up in their stations, which says, “Greet 
ings from your Esso dealer,” and it shows four Esso dealers singing 
Christmas carols. 

Senator Humpnrey. Mr. Scholl, I think it was indicated in the 
testimony that dealers of Esso products are proud to handle those 
products. But I think there is a sense of economic frustration that 
has caused some comments that may have been a part of the testimony. 
1 think it fair to say, at least as far as my recollection is concerned, 
that the dealers felt your company had gone out of its way to bring 
a sense of confidence to the public about the dealer and about the 
product. I think what you have done in that area is very com- 
mendable. As you related in the beginning of your testimony, this 
sort of vicious price competition m: akes a dealer who has been a re 
spected, independent businessman, who is proud of his product and 
proud of his supplier and proud of his station and the service, enter 
into jungle warfare. And, like in all war, even gentlemen sometimes 
become a bit barbaric. 

Mr. ScHot,. Senator, if there is a feeling of appreciation for what 
our company is doing, or at least trying to do for its dealers, in the 

testimony, I confess I didn’t see very much of it. On the other hand, 
there was so much along the line of really charging that the supplying 
companies were apparently trying to put dealers out of business, that 
it seemed to be serious enough to spend a little time to try to make 
it clear to you that, at least as far as my company is concerned, that 
is a thing that is furthest from our mind. 

Senator Humpreey. | thought you came off pretty well, if you will 
pardon me for saying so, in the testimony, in the light of the explosive 
nature, not only of the product, but of the development in the indus- 
try in that area. 

As you know, one of the points of complaint was on this American 
Garage—I believe that was it—the American Garage as a sort of a 
second-cousin supplier, where American Garage was supplying gaso- 
line to certain outlets, and your gasoline, according to the testimony, 
at a lower tankwagon price than you were supplying it. And, of 
course, I must confess that I was unable to understand how a seco: \\I- 
ary supplier, so to speak, a wholesaler, could supply gasoline at less 
than the refinery. I would like to know how that works. 

Mr. Scuotu. I would like to clear that up, Senator. 
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Senator Humrurey. That would be helpful. 

Mr. Scuott. American Petroleum Co., which I believe is its pres- 
ent name, is not a sort of second cousin of ours. The rel: ationship is a 
very simple one. They are simply a distributor. They buy our prod- 
uct; they take delivery of it in their own tankwagons at our bulk 
plant; they deliver it to certain dealers which they have. And they 
have their own salesmen; they furnish their own equipment; they 
carry their own dealer credit. We have nothing to do with the stations 
which they serve. 

Senator Humpnrey. Except that you sell the American Petroleum 
the gasoline. 

Mr. Scnotu. That is correct. We sell them our branded products. 

Senator Humpurey. Do they sell them for less than you sell them ? 

Mr. Scnoiu. I don’t know. 

Senator Humpnrey. Mr. Scholl, don’t you know what the going 
market is on gas prices ? 

Mr. Scnoii. I know what our prices are, and I may know something 
about the going market. I hope that our prices are at the going mar- 
ket, too. 1 

Senator Humpnrey. You are aware of the fact that the testimony 
indicated very specifically—and this time it was related to American 
Garage, and that apparently is the same company that is now known 
as American Petroleum—the testimony was clear and specific that 
American Petroleum or American Garage sold gasoline at a tank- 
wagon price below what the Esso Co. sold to their dealers. 

In other words, the arrangement that Esso had with their dealers 
was not as beneficial or as reasonable in price as the arrangements that 
were maintained by American Petroleum. And, in the light of what 


you have just said, knowing a little bit about overhead costs, I can’t 
understand how American Petroleum can buy gasoline from Esso, 
having their own salesmen and stations—which means, of course, their 
own overhead cost—and sell for less to their dealers than Esso could 
sell to its dealers. I think this is a matter of very grave concern. I 
have never in my life heard of a direct ere between a manu- 


facturer and an outlet that was more expensive t 
between a wholesaler and an outlet. 

I have bought a few products myself on what we call direct ship- 
ment. Let's take another product: When you get a direct shipment— 
years ago, if you bought what we used to call drop shipments of cigar- 
ettes, or candy, or whatever you want—you got a better price direct 
from the manufacturer on a drop shipment than you would from a local 
distributor, your wholesaler. There are many reasons for that. First 
of all, you might have bought a larger amount. Second, you have an 
opportunity to escape overhead cost of the middleman or the whole- 
saler. 

The thing I can’t understand—and I am being very vigorous in 
this, not as a matter of antagonism, but only as a matter of attracting 
your meticulous consideration of it—how is it that Esso, a big com- 
pany operating in 18 States, is compelled to sell for more on a direct 
relationship between Esso and dealer than the American Petroleum, 
which purchases from Esso and sets up its own outlets, has its own 
salesmen, apparently its own accounting, and its own total business 
operation—why is it they can sell your product for less than you can? 


1an a relationship 
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Mr, ScuHo.i. Senator, I haven’t your knowledge of the way other 
businesses operate——— 

Senator Humpurey. I don’t have much of it; 1 just know about 
one, and that isn’t very big. But I know enough about buying to 
know this, that 1f you can show me how this works, we have another 
miracle. And it may be an important part of the hearing. 

Mr. Scuoxy. I will certainly try to tell you all I know about this 
customer of ours. I think perhaps I ought to point out to you that 
we have had this customer since 1926. We have been selling American 
Garage as a distributor for about 30 years. When I say to you that 
1 do not know the price at which they sell their product, I am being 
completely frank with you. 

I would like to say this, too, that I thought I read the testimony 
carefully. A lot was said about American Garage or American 
Petroleum, but I don’t believe that any of the testimony came from 
any customer of that company, nor from the company itself. My 
impression was that the information in the testimony was on the basis 
of what a lot of competing dealers thought they knew about the cost 
of the product to American Petroleum’s customers. Now, if I 
missed something there, I am sorry, but that was my impression. 

Senator Humpnurey. We will check that. I don’t have quite the 
same recollection, but you may be accurate in this because you have 
read this testimony since I have. I have been out on agricultural 
hearings. 

The thing I am somewhat interested in, though, Mr. Scholl, is that 
vou testified earlier that on your voluntary allowances Esso knew 
its competitors’ ag. and you were able to ascertain competitors’ 
wholesale prices because you were meeting competition. Now, if you 
are going to meet competition, you have to know what the competition 
is doing. Do you consider American Petroleum to be competition ? 

Mr. Scuoiu. No; we don’t. 

Senator Humpnrey. You don’t? 

Mr. Scuoty. We don’t. 

Senator Humpurey. Do you sell American Petroleum at the same 
price that you sell to your other dealers? 

Mr. ScHotx. Other dealers? Oh, no; because after all, they are 
distributors and they couldn’t possibly live unless they got a distribu- 
tor price, which is necessarily a lower price than the price in the market 
in which they have got to sell, which is the retail market. 

Senator Humpnrey. In other words, am I to gather from your 
testimony that with a name-brand product, a nationally branded 
product, you may have an arrangement where you actually sell to a 
wholesaler your branded product at a price which gives that whole- 
saler an opportunity to have a lower price among “his dealers than 
you would maintain with your dealers, despite your advertising how 
much you love those dealers? 

Mr. Scnoti. Let me make this clear, sir. We have had this cus- 
tomer, as I have said, for about 30 years. I think you will agree that 
if we don’t get ourselves in the position of forcing this small- -business 
man out of business, we have to sell him at a price : which is lower than 
the price he sells, or the market in which he is going to sell to his 
customers. And that I think we have always done. There is no 
option about that. 

662 
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Senator Humpnurey. Mr. Scholl, are you familiar with the Attorney 
General’s National Committee To Study the Antitrust Laws, the re- 
port that was published here recently? The report was transmitted 
to Mr. Brownell on March 31 by Judge St: anley M. Barnes, and S. 
Chesterfield Oppenheim, cochairman, March 31.1955. I quote from 
that report on page 206, and I think this relates directly to your com- 
pany. It is under the subsection Control of Resale Channels and 
Resale Prices: 

A supplier according functional discounts to a wholesaler or other middleman 
while at the same time marketing directly to retailers encounters serious legal 
risks under the Commission’s Standard Oil ruling. The supplier is charged 
with the legal responsibility for the middlemen’s pricing tactics, and hence must 
control their resale prices lest they undercut him to the unlawful detriment of 
his directly purchasing retail customers. Alternatively, the seller may forego 
his operational freedom by matching his quotations to retailers with theirs. Of 
course the supplier may avoid these risks by abolishing the functional differential 
or abandoning sales to middlemen altogether. 

Now, I want to say that this committee is not generally heralded 
and I want to be charitable about this, in its report, as treating the 
Robinson-Patman and fair-trade laws, for example, too kindly. There 
are honest differences of opinion about this. JT am not going to get 
into the merits of that question. 

But here the report indicates, I think pretty specifically, the kind of 
a situation that we are talking about here. A suppher according 
functional discounts to a wholesaler or other middleman—that is what 
vou do in American Petroleum; is it not / 

Mr. Scnoiyi. That is right. 

Senator Humpnrey. “* * * while at the same time marketing di- 
rectly to retailers.” That is what you do? 

Mr. Scuoiyi. That is correct. 

Senator Humpurey. “* * * encounters serious le 
the Commission’s Standard Oil ruling.” 

Mr. Scuoii. Will you repeat that? “* * 
Standard Oil ruling”? 

Senator Humpnrey. Yes. 

Mr. Scuotu. That, I think, is the point of the passage you were read- 
ing, if I follow you. Now,1am not familiar with that. I know of the 
report, but what you are reading to me, I am hearing for the first 
time. But, if I understand what that passage says, that is a criticism 
of the Federal Trade Commission’s ruling in the Standard Oil ease, 
which I believe is not the final ruling and is not the view of the Su- 
preme Court. This is out of context, and I am having difficulty fol- 
lowing it, but that is the way I understand it. 

Senator Humpnrey. We have here a number 
court proceedings. 


gal risks under 


under the Commission’s 


of citations from the 


The Court of Appeals modified the order by conditioning Standard’s liability 
on its reasonable knowledge of price cutting by jobbers in sales to retailers. 
Since the Supreme Court’s decision turned on the Commission's misinterpreta- 
tion of the section 2 (b) “meeting competition” defense, the Court did not reach 
the merits of this or any other part of the order. The dissenting Justices 
who favored the agency's ruling, nevertheless suggested that “some amendment 
might be required in the wording of the order” in the event of affirmance of the 
Commission. 

Paragraph 6 of the Commission's 1946 order prohibited a lower price to any 
distributor who undercut Standard’s price to retailers. In 1953 the Commission 
redrafted this prohibition to forbid a higher price to Standard’s retailers than 
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the quotations by Standard’s jobbers to their retail customers. The grip on 
Standard’s pricing obviously remains unrelaxed. The Court of Appeals subse 
quently nullified the revised orders as exceeding the judicial mandates on remand, 
but then vacated this ruling on procedural grounds. 

All of this adds up just to one thing after we get all this legal jar- 
gon, namely, that the Commission’s ruling still stands; doesn’t it ¢ 
These lawyers have had a field day here, running up and down the 
ladder; but, when it gets all through with everything, the Commis- 
sion’s ruling is still standing; and, until that ruling is overruled, i 
is the law; isn’t it? 

Mr. Scnotu. I hope you will admit, Senator, that you have me at 
considerable disadvantage in reading at length from a report that I 
have not read. 

Senator Humpnrey. May I say most apologetically that I am just 
trying to use what I would call ordinary horse sense in interpreting 
what this means. What I do read indicates that the Commission’s 
ruling is still in effect. 

Mr. ScHoti. Well, sir, one of my assoc lates jus st handed me a COp\ 


of the thing you are reading from, I believe, and on page 206 you will 
find this: 


In the committee’s view, imposing on any dual supplier a legal responsibility 
for the resale policies and prices of his independent distributors contradicts 
basic antitrust policies. 

Now that, I think, expresses the way I would feel about the situation. 
But I am in no position to debate this subject with you as a matter 
of law. 

Senator Humpurey. I don’t want to debate it. We are not the 
Commission, and the Commission representatives will testify here. 
And surely we have no right even to contemplate what a court might 
do. These are precise points of law and congressional intent. 

We intend to go into the em Trade Commission’s activities 
somewhat extensively this year. I am just concerned—and I am sure 
that you are—when I hear on ‘te one hand that you know about the 
competition of Sun Oil Co. and others, you know what they are 
doing, but you don’t seem to know what your own company is doing 
in reference to American Petroleum and your own dealers. 

Mr. Scnotz. On the contrary, I think I do know what we are doing. 

Senator Humpurey. Well, what are you doing? 

Mr. Scnoiu. We are selling to dealers at the wholesale level. We 
are selling to American P etroleum Co. at the distributor level. The 
prices are different. 

Senator Humpurey. The prices are different; and obviously the 
prices to the American Petroleum are lower. 

Mr. Scuoitu. They could not possibly serve the function that they 
serve in the distribution channel unless they got a lower price. 

Senator Humpnrey. All right. We have cleared that point up. 
You are proud of your product and you are proud of your dealers? 

Mr. Scrorn. Yes. 

Senator Humpurey. You spend a lot of time advertising your 
product and you spend a good deal of time and effort building con- 
fidence in your dealers and your outlets; isn’t that true? 

Mr. Scuotu. That’s correct. 

Senator Humpurey. You do not advertise American Petroleum ? 

Mr. ScHo.u. No, sir. 
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Senator Humpurey. They advertise themselves? 

Mr. Scuoit. We advertise the product. 

Senator Humpnrey. You advertise the Esso product? 

Mr. Scnouy. That’s right. 

Senator Humpnrey. And the Esso product that you are talking 
about is the product that you manufacture and for which you have 
full responsibility for its quality and its sale; is that right? 

Mr. Scnoiu. For its quality, certainly. 

Senator Humpnrey. And in the most part, its sale? 

Mr. Scuotu. Insofar as we sell it: yes. 

Senator Humpnrey. I want to ask you, do you not have any inter- 
est in the resale price when you have a distributor, as related to a 
station operator ? 

Mr. Scuoiu. No, sir. We have no interest, we have no responsi- 
bility for or right to take any part in either resale price, according 
to our lawyers, and we try to act accordingly. 

Senator Humpnrey. So, you feel that it is not within the purview 
of your company to try to maintain a rel: itionship with your dealers 
that is equal to and comparable to a relationship to the dealers, of a 
distributor of yours? 

Mr. Scroitit. When you say “comparable to,” sir, I don’t know 
exactly what you mean. 

Senator Humpnrey. I mean equal to. After all, doesn’t American 
Petroleum carry your product name? 

Mr. Scuoi.. Yes, they sell our products under the brand name. 

Senator Humpnrey. They sell Esso gasoline? 

Mr. Scnoii. Yes, but I do not recognize that we have any right 
to police or control or tell American Petroleum what price they shall 
sell their products at to the dealers that they serve. 

Senator Humpurey. Do you consider American Petroleum com- 
petition / 

Mr. Scuot.. I suppose that gets us into a definition of terms. They 
have certain dealers which they serve, we serve other dealers. There 
is potential competition there, I suppose. 

Senator Humpnrey. There is potential competition. Now, you are 
meeting competition of Sun Oil Co., aren’t you? 

Mr. Scuouw. I don’t know. 

Senator Humpnrey. Well, just any other major-brand company. 

Mr. Scuoti. We try to meet going competition in the wholesale 
market. 

Senator Humrpnrey. You are trying to meet competition at the 
dealer level, aren't you ? 

Mr. Scnour. At the wholesale level. 

Senator Humpurey. At the wholesale level ? 

Mr. Scuoii. Yes. 

Senator Humpnrey. So that your dealers can meet competition ¢ 

Mr. Scuoti. That’s right. 

Senator Humpnrey. Do you think your dealers can meet the com- 
petition of the American Petroleum ? 

Mr. Scuoti. They have been doing it for 30 years. 

Senator Huwrnrey. Some of them have been testifying to the 
effect that it was rather difficult. 

Mr. Scott. Some of them have been testifying that they believe 
that American Petroleum’s dealers get a better price than we give 
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to our dealers. I don’t know whether that is so, and I had the im- 
pression that a lot of the gentlemen who so testified didn’t know, 
either. 

Senator Humpnrey. One of our staff members here, Mr. Flynn, has 
just given me some transcripts of testimony. I am trying to clear up 
this point because I want to say, very candidly, it was a rather unusual 
situation. I don’t know a great deal about the petroleum business. I 
am catching on a little bit about it. 

Mr. Scuo.iu. Senator, we can get together on that. It is an unusual 
situation. 

Senator Humeurry. I think it is kind of embarrassing, as a matter 
of fact, to the Esso Co. 

Mr. Scuou. I don’t know that I would put it that way, but we have 
a situation here where we have been selling to a small distributor for a 
period of 30 years. That is just a fact. No matter what we might want 
to do, we don’t feel that we can cut a customer of that kind off our 
books. 

Now, let me add one other fact which might be of interest to you, 
Senator, and that is that we have no contract with American Petro- 
leum. We haven’t had for years. They could leave us tomorrow. 

Senator Humpurey. Well, that doesn’t alter the situation. 
Mr.Scuoiti. No. Just the fact. I thought you might be interested 
in it. 

Senator Humpnurey. I want to say one of our witnesses, a Mr. Casa- 
lino, when we were asking him questions as to whether or not Esso had 
relationships on a consignment basis or with a guaranty margin, said, 
“No, sir.” 

Then Mr. Stults, the staff director, said: 


So far as you know, your supplier is telling you the truth, then? 
Mr. CasaALino. That’s right. 


Senator Humphrey said: 
In other words, your supplier is trying to have a uniform practice with dealers? 
Mr. Casalino responds: 


That’s right, except they have other suppliers right under them that they sell 
to, for example, the American Garage. There is no secret to that. 


And I asked him to repeat the name of the company again, which 
he did; and I said: “Is that a distributing company ?” 

He said: “That’s right.” 

Senator Humphrey says: 


Does that company handle Esso products? 
Mr. CASALINO. All Esso products. 
Senator HUMPHREY. And they sell to retail outlets? 


And Mr. Casalino replies: 


Right near by me; yes, sir. 
Senator HUMPHREY. Do they sell for less than the Esso does? 
Mr. CASALINO. That’s right. 
Senator HuMPHREY. We want to get this record straight. You say that a 
wholesaler, American Garage—— 
Mr. CaSALINO. That's right. 
Senator HUMPHREY. Which company does it distribute? 
Mr. CASALINO. A distributor for Esso. 
Senator HuMPHREY. For Esso products? 
Mr. CAsALINno. That’s right. 
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Senator HuMPpHREY. Does and can and will sell for less to its outlets than the 
Esso will sell direct to you? 

Mr. CasALiINo. That’s right. 

Senator Humpurey. Is this something you heard, or something you kuow? 

Mr. CASALINO. No; that is true. I tried to buy from them 3 years ago. I 
have the name of the gentleman I got in touch with. 

Senator HuMPHREY. What is his name? 

Mr. CasaLino. Rube Dorshman. He told me he couldn't sell me gas because 
he has a station nearby. Esso wouldn’t allow him to sell me gas. 

Also, the same company, Esso Standard Oil Co., pays a privilege to the State— 

That is beyond this testimony. ‘This man apparently tried to buy 
gas from American Petroleum, Esso gas, since he has an Esso station. 
He couldn't buy any gas from him, and he indicates in his testimony 
that he knows what he is talking about. 

Of course, I didn’t take him under oath; nor are you. I think we 
are quibbling about details here. I just am somewhat disturbed about 
the fact that with the portrayal of evidence that you have made here 
about your regard for your own dealers, Esso dealers, that a situation 
prevails in which a distributor is in a more favored position with its 
dealers than you are able to give to your dealers. 

Mr. ScHoin. Senator, do you recall when you read that testimony 
that you asked the witness whether he knew that he could buy at a 
lower price ? 

Senator Humpurey. Yes. 

Mr. Scnoti. And he answered, “yes” ¢ 

Senator Humpnurey. That is right. 

Mr. Scuoiy. And then, when you said, “How do you know ¢” he said, 
“A couple of years ago I tried to buy gasoline from them and they 
wouldn’t sell me.” Now, his answer iindic ated to me a complete 
lack of knowledge, because he didn’t say, he didn’t indicate any way 
that he could have known, because they didn’t offer him any gasoline. 

Senator Humpnrey. Now, you are in the business. What do you 
know about it’ I mean, now, you know a lot more about this than 
these dealers co. Now, Mr. Scholl, do you know any way—do you 
have any information at all that indicates that American Petroleum 
is able to give to its dealers gasoline at a lower tankwagon price than 
you are able to give it to them? 

Mr. Scuoti. Are you asking me whether they are able to? 

Senator Humpurey. Or whether they do. 

Mr. Scnoin. I would not know whether they do or don’t. 

Senator Humpurey. You do not know. 

Mr. Scnoiy, Obviously, since they buy at a lower price than the 
going tankwagon price, they could, if they chose, sell at a-lower price 
without going below their cost by giving away part of their profit. 
But, whether they do, sir, I do not know. 

Senator Humenrey. Well, now, if they do that, would you feel that 
you ought to meet that competition, for the benefit of your dealers? 

Mr. Scnoiy. If that was brought to our attention as being com- 
petition which was affecting our dealers, we would certainly have to 
give attention to it. I think my answer is that that has not been 
urged on us as competition which is serious. 

Senator Humpnurey. Well, 1 shall have this transcript checked : 
little more particularly. 

Mr. Srvts. Senator, if I may just break in—— 

Senator HumpuHrey. Yes, sir. 
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Mr. Sruuts. Mr. Vialle testified that an American garage picked 
out a good location right across the street from him. Your own 
dealer, Mr. Vialle, was selling gasoline at 24.9. His profit-and-loss 
figures did not show that he was making any great windfall on it. 
The new station across the street, operated by American garage, sold 
gasoline at 20.9, which was only nine-tenths of a cent above your tank 
wagon price. 

Now, I think that probably everyone would agree that it is almost 
impossible to operate a service station with nine-tenths of a cent 
markup. 

I should think that, since this man had to close his Esso station 
across the street and could not meet the competition of one of your 
suppliers, you might have known about it, and that there should have 
been some sort of communication within your company, so that the 
dealer’s complaint to his supplier could finally have gotten up to the 
vice presidential level. 

Mr. ScHouu. | think you will agree, Mr. Stults, that as far as the 
record you are talking about goes, the question of what price American 
Petroleum may have sold that dealer at is pure speculation. Vialle 
didn’t know, and I don’t know. 

Mr. Sruurs. Certainly Mr. Vialle cannot be expected to know. 

Mr. Scuouu. Neither can L 

Mr. Stuuts- That is difficult. But it seems to me, we can only specu- 
late that people are rational, and American garage was not picking 
up a nice location here merely for the purpose of subsidizing Newark 
automobile drivers by pouring money down into their gas tanks, giving 
it away. It would seem to me to be a fair conjecture that, if they 
could sell at 20.9, they may be making a profit on it, whereas Mr. 
Vialle was unable to make too much of a profit at 24.9. 

Mr. Scuoiu. Well, Mr. Stults, I don’t suppose that you asked me 
to come here and join in fair conjectures. I would like to talk about 
what I know, and I have said before, I do not know the price at which 
American Petroleum sells its products. So, I really have nothing to 
contribute on that score. 

Senator Humenurey. Mr. Scholl, with all respect to you, sir, I am 
somewhat in a quandary to understand how you know what the price of 
your other competition is, but you do not seem to know what the price 
of your outlet is. I mean, how do you have so much information about 
the other companies, with which you have no direct connection, and 
yet so little information about the pricing policies of American Petro- 
leum, that is, the distributor of your product ¢ 

Mr. Scuotu. Part of a salesman’s job, I think, Senator, is to know 
what market conditions are in the area that he covers. This business 
of ours has got a grapevine that works overtime, and information can 
be picked up if you work at it. 

Now, my lack of knowledge on what American Garage, or American 
Petroleum, did—simply all I can say is, that never appeared large in 
the picture. That has never been suggested to me as being serious 
competition that we had to try to find out about and meet. But the 
actions of our larger competitors have been something that we have 
been interested in and that we try to follow, and we pick up informa- 
tion about them as often as we can. 

Senator Humpnrey. Well, your other competitors, may I say most 
respectfully, are selling another brand of gasoline, and a brand name 
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in the market means an awful lot. You take for example a company 
like Squibb in the pharmaceutical business. It depends for its sales 
upon its brand and integrity. They get a price on the basis of the 
quality of their product and on the basis of the integrity of their firm 
name. 

Now, you have a quality product. You havea fine firm. And you 
are proud of that firm. The thing that I am more disturbed about 
than anything else is the fact that you have become concerned about 
another company, another refiner, and his pricing practices, but appar- 
ently do not have information available about the pricing practices of 
your own distributors or own outlets. 

Now, I am not saying that you can control them. I am not asking 
you to do that. But I do think it is a fair question, in light of the 
knowledge that you have of the other refiners and the other sellers 
of other brand products, that you would have some knowledge of the 
product that bears the name of your company that is distributed by 
one of your wholesalers. 

Mr. Scnott. I wish, Senator, that I could understand the point that 
you are getting to here. 

Senator Humrpnrey. It is very simple. 

Mr. Scuotu. You say that you are not suggesting that we ought to 
control the actions of a distributor who is completely independent in 
the business he carries on. That is our basic approach. I do not 
know the way in which they run their business; I do not know the price 
at which they sell their products. It simply has not come to my atten- 
tion. I would like to be as helpful as I can to the committee. 

Senator Humpnurey. Yes. Maybe I can help you, then, to clarify 
this. My concern—and I would hope it would be yours—is that if 
2 stations are selling Esso gasoline and they are across the street from 
each other, and one of them has a dealer arrangement with you, sir, 
with your company, and another has a dealer arrangement with Amer- 
ican Petroleum, and 1 has a price of 24.9 and another has a price of 
20.9, and insofar as we have been able to ascertain, the tankwagon price 
of the gas has not been below 19.6—I think that is the figure that was 
about the low point, with the tax involved—are you not concerned 
over the fact that there seems to be sort of cutthroat competition be- 
tween Esso dealers themselves, when one Esso dealer is getting gas 
direct from you and another is getting it through a distributor, and 
the distributor is apparently able to supply gasoline to the outlet, to 
the retailer, at a lower price than you are? 

Mr. Scnoti. Let me say, Senator 

Senator Humpnrey. Are you not going to meet that kind of compe- 
tition ? 

Mr. Scuotu. Let me say first that I am not at all convinced that 
what you call that kind of cutthroat competition actually exists. 

Now, in Mr. Vialle’s testimony, he said this, speaking of, I believe, 
the service station that you referred to. He said: 

It is a terrific piece of property. I have no proof of what I am going to say, 
now, but I am just going by my knowledge of the gas business, and most of it 
would be guesses. 

Senator Humpnrey. Now, that is the latter part. What did he say 


first, though? He had proof—he could read the posted price, could 
he not? 


Mr. Scuotu. Oh, sure. 
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Senator Humpurey. What did he say the posted price was! 

Mr. Scout. I believe you have told me. 

Senator Humpurey. That is 20.6. 

Mr. Scnoti. And I agree with Mr. Stults that we can speculate 
about what that must have meant in the way of a lower price. We can 
speculate all day, sir; but I don’t know. 

Senator Humpurey. What would you have done if the posted price 
across the street was at a Sun station at 20.6, and you had an Esso 
outlet? What would you do if you had 4 or 5 Sun stations in that 
trade area, with 20.6, and the posted price of your Esso dealers was 
24.6, or 24.97 What would you have done, in terms of your voluntary 
arrangements ? 

Mr. Scoot. I would prefer not to speculate on a kind of situa- 
tion 

Senator Humpurey. What have you done under those circum- 
stanes ¢ 

Mr. Scuouiz. All right, sir. If I can avoid speculating about the 
picture that you drew here, I have tried to explain that our feeling is 
that if we are going to stay in the business, we must meet the com- 
petition, certainly of our major competitors at the price at which they 
sell at the tankwagon level. 

Senator Humpnrey. Correct. And, in this instance 

Mr. Scuoii. That is our general objective. 

Senator Humpnrey. And, in this instance, American Petroleum is 
a competitor; is that not correct ? 

Mr. Scuotu. I hesitate over that, because I don’t know. Certainly, 
TI don’t think that they are out to take our dealers in quite the way 
that other competition is. 

Senator Humpurey. Well, now, what is the way you take a dealer? 
Isn’t it by price, primarily ? 

Mr. Scuouiz. Yes. 

Senator Humpnrey. And if you see a price differential of 4 cents 
a gallon, wouldn’t you say that they were in the taking business? 

‘Mr. Scrouy. I don’t know that there was any such differential as 4 
cents a gallon. 

Senator Humenrey. It was testified. 

Mr. Scuoutu. Was that the differential ? 

Senator Humpurey. It was testified to, a little over 4.3 cents per 
gallon, or 4 cents 

Mr. Opom. 20.9 to 24.9. 

Senator Humpnrey. 20.9 to 24.9. It seems to me, Mr. Scholl—and 
again I want to make it clear that I am not against you or for you 
here but that I am just trying to find out what the facts are in this 
case—it seems to me that, if you are concerned about the pricing 
policies of another company and are concerned because you have made 
tankwagon price adjustments to meet competition in a trade area, 
and as you se testified to, now, that trade area has expanded to 
the whole State of New Jersey in this instance that we are talking 
about, surely the company must be concerned when you see competi- 
tion between brothers. It is the same product, the same brand name. 
Your name is on it. 

In other words, Esso is saying to John Smith, on the right-hand 
side of the road that, “Here is a tankwagon price,” and, if that tank- 
wagon price is going to provide any profit, the man says, “I have 





GASOLINE PRICE WAR IN NEW JERSEY 


to have 24.9.” You are saying your tankwagon price is 20.6. Is 
that correct / 

Mr. Scnotu. I wish I could understand what the point is that you 
are driving at here, because it seems to me that what we are talking 
about is a situation which we have been faced with, which we have 
had for 30 years. We have, I suppose, two choices along the line 
that you are thinking, which is either to get in and try to control 
the price at which that customer of ours sells its product, which we 
feel we have no legal right to do, and which we do not intend to do, 
or our other alternative is to cut that customer off. 

Senator Humenrey. No. I did not—— 

Mr. Scnoxti. And after 30 years, we don’t expect to do that, either. 

Senator Humpnrey. That is not all of your alternatives. 

Mr. Scnoi. They are the only two alternatives that I know. 

Senator Humpnrey. No, because you have already expressed an- 
other alternative. Another alternative that you have expressed in 
relation to other companies is to meet competition. You are meeting 
competition at the wholesale level, to be sure, but you are meeting 
that competition at the wholesale level in order for your dealers to 
survive. Isn't that a fact? You have that interest in your dealers / 

Mr. Scuoiu. Certainly we have that interest. 

Senator Humpnrey. Now, let me ask this question. Do you have 
any other place in the United States where you have a distributor 
selling your product, whose customers are pricing your product at 
a lower price than your own dealers are pricing it ? 

Mr. Scuoty. I don’t know. 

Senator Humpurey. Well, do you have any general knowledge of 
any such situation ? 

Mr. Scuory. I have no general knowledge, because it is a very 
specific question. I don’t know. 

Senator Humpurey. You do not have in the District of Columbia; 
do you? 

Mr. Scuoty. Not that I know. 

Senator Humrnrey. I do not know of any, either. I must say that 
I purchase a lot of Esso products, and I find a rather uniform price. 

Mr. Scuotu. Let me say that, generally, this is a somewhat unusual 
situation in our distribution picture. 

Senator Humpnurey. You have other outlets, though, in other States, 
such as the American Petroleum ? 

Mr. Scnoi.. We have distibutors in other States. 

Senator Humpurey. In other States: of course you do. 

Mr. Scuoin. Yes, sir. 

Senator Humpurey. And could you furnish for us any evidence 
to indicate that those distributors—I do not ask for it now—could 
vou furnish for us any evidence as to the pattern of those distributors 
and their relationships, pricewise, to their outlets as compared to 
vour dealers ? 

Mr. Scnoii. No, sir. I don’t think we would have any such infor- 
mation in our files. 

Senator Humpnrey. Now, wait a minute, Mr. Scholl. Your sales- 
men are out; are they not? 

Mr. Scwoiu. Yes, sir. 

Senator Humpnrey. All right, they have eyes. 

Mr. Scuoru. Yes. 
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Senator Humprrery. Can't they look at the posted price ¢ 

Mr. Scnoui. They can. 

Senator Humpurey. All right. What is—— 

Mr. Scuoii. We can make a survey for you, if that is what you 
are asking. 

Senator Humpnurery. You have made a survey. Now, your com- 
pany is a big company, and T was not born yesterday, Mr. Scholl. 
Your company goes out and looks over these prices. You are in 
competition ; ; are you not? 

Mr. Scuort. We do not make surveys and we do not ride herd on 
our distributors. 

Senator Humpurey. I know you do not ride herd. I hope not. 
And I have every reason to believe that you do not. In fact, I think 
you are trying, in the situation that you have e xplained, to be helpful 
to your dealers. But, now, you are interested in that dealer’s staying 
in business. I have never known a good manufacturer that was not. 

Mr. Scnuon.. I have no reason to believe that the competition of 
American Petroleum or its dealers is forcing our dealers out of busi- 
ness. And I say that even after reading this testimony. 

Senator Humpnrey. Well, my only point, Mr. Scholl—and I shall 
not press it any longer—is that I am confident your company, with 
all of its economic surveys—and you have people on your staff who 
make price surveys, market surveys; you have to do that if you are 
coing to prejudge your refinery capacity and the necessity for the 
manufacture of your product—you surely have an idea, for example. 
what is going on in the District of Columbia, and in the State of 
Maryland, on Esso pricing. TI imagine that if you go to your records, 
you will find out that your company is pretty well aw = of what the 
going price is of gasoline in the State of Maryland and all of its trade 
territories; is that not right ? 

Mr. Scnorz. T am only guessing at this, Senator, but I would take 
a guess that while we have lots of price information on what compe- 
tition is doing, because of our desire to, perhaps, bend over backward 
not to control in any way the operations of these distributors who buy 
from us, that we do not run price surveys on their operations, although 
we, undoubtedly, have lots of price information on what our other 
competition does. 

Senator Humpurry. I want the record to be clear that you have 
stated that you consider American Petroleum competition; isn’t that 
correct ? 

Mr. Scnoiu. I said T thought that was something where you per- 
haps had to define the term. 

Senator Humpnrey. Mr. Jehle. 

Mr. Jenwe. Mr. Scholl, what percentage of your total gasoline 
sales in the State of New Jersey is accounted for by sales to American 
Garage or American Petroleum? 

Mr. Scuort. I can’t give you a percentage figure, Mr. Jehle, but I 
think T can say that the percentage is small. 

Senator Humpnrey. Would you care to approximate it? 

Mr. Scuoti. No; I couldn't. 

Mr. Stunts. How many gallons do you sell in a year? 

Mr. Scnor. I would be glad to tell the committee that, but I 
wouldn’t like to tell it to a room full of my competitors. 
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Mr. Jentr. We will accept that, sir. Do you meet the competition 
of Calso distributors? There must be a Calso distributor in that 
particular section of New Jersey, northern New Jersey. 

Mr. Scnotu. I suppose that that is part of a price pattern that we 
generally try to keep a line on. But, whether we know anything 
about a Calso distributor’s competitive position as such, I frankly 
don’t know. 

Mr. Jente. You would have a pretty good idea of what price a 
Calso distributor was selling to its retail accounts; wouldn’t you? 

Mr. Scnou. I don’t know that we would. 

Mr. JeHir. For the purposes of your voluntary allowance, wouldn’t 
you have that information ? 

Mr. Scuo.u. Certainly, if our dealers felt they were affected by the 
competition of a Calso dealer, we would try to find out something 
about that competition, yes. Very often those things necessarily are 
brought to our attention by specific complaints. And we try to follow 
them up. 

Mr. Srutts. Our records show that in the State of New Jersey, for 
example, in 1954, Richfield sold about 13 million gallons of gas, Esso 
sold 460 million. That is a small percentage; is it not? 

Mr. Scnoru. Sixteen million versus—yes, that would be a small 
percentage. 

Mr. Stutts. 13 million versus 460 million. 

Mr. Scuotui. Yes, I would call that a small percentage. I can’t 
figure it in my head, Mr. Stults, but I think it is small. 

Mr. Sroutts. I can’t either. And I just wondered if you thought, 
perhaps—you certainly would look out for Richfield as a competitor, 
and you consider them as such—I just wondered if your sales to 
American Petroleum approximated a million gallons a month. 

Mr. Scuoiu. May I give you that figure later?’ 

Mr. Jenre. Mr. Scholl, how does your company justify the payment 
of voluntary allowances? Perhaps you will repeat some of the state- 
ments made earlier. But what is the legal basis or other justification 
for the payment of voluntary allowances? 

Mr. Scuoiu. I thought I had explained that. I would be glad to. 
Our view of it is that we are entitled to make what otherwise seems 
like a special price, on the basis of meeting competition. 

Mr. Jeni. You are meeting the wholesale price of the competitors; 
is that correct ? 

Mr. Scuotu. Yes. 

Mr. Jentre. A Calso distributor, the Sun Oil Co., or perhaps even 
an American Garage distributor ? 

Mr. Scnoti. As a matter of fact, what usually happens is that you 
have a variety of data which bear on the competitive wholesale level 
at a given time. I don’t know whether the particular thing we are 
acting on represents this supplier or that or the other. 

Mr. Jenve. I see. In other words, you are afraid one of these com- 
petitors of yours will steal away from your company one of your 
retailers; is that correct ? 

How about American Garage; are you afraid, sir, that American 
Garage will take one of your retail accounts? 


1The information was subsequently received from Mr. Scholl and is retained in the 
committee files. 
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Mr. Scuoui. They certainly are perfectly free to. 

Mr. Jeune. All right, sir. That raises some other problems. How 
can American Garage take one of your lessee dealers, sir, as a prac- 
tical matter ? 

Mr. Scuoty. A lessee dealer ? 

Mr. Jeune. Yes, sir. 

Mr. Scno.u. We have no contracts with our lessee dealers. 

Mr. Jenix. No supply contracts; is that correct ? 

Mr. Scuoiy. That is right. 

Mr. Jenie. Do you have a lease agreement ? 

Mr. Scuo.iu. Yes; we have with a lessee dealer; by which I mean 
somebody who leases property from us. 

Mr. Jeuce. And if a lessee dealer whose lease is to expire, we will 
say, in March of next year, should take on American Garage, you 
people would have no objection ? 

Mr. Scnoit. We surely wouldn’t like it, but we couldn’t do any- 
thing about it. 

Mr. Jente. To your knowledge, have any of your lessee dealers ever 
been taken from you, sir, by American Garage ? 

Mr. Scno.t. I do not know. 

Mr. JeHLe. Have any of your so-called contract operators, that is, 
a man who owns and operates his own station, ever been taken on by 
American Garage? 

Mr. Scuo.y. I do not know. 

Mr. Jeune. Is there any understanding, sir, between your company 


and American Garage as to the ground rules for taking each other’s 
customers ¢ 


Mr. Scuotu. No, sir. 

Mr. Jente. Have you ever taken one of American Garage’s 
customers ? 

Mr. Scoot. I don’t know. 

Mr. Jeune. If one of your salesmen should come in and say, “We 
have taken on one of American Garage’s customers,” what would be 
your reaction ? 

Mr. Scuott. I think we would probably hesitate to do it. Now, 
that is speculation on my part. I think that would be our feeling. 

Mr. Jeune. Is it just a question of business ethics, sir? 

Mr. Scuott. I think it is the way we would feel about a customer 
who has been with us for 30 years. 

Mr. Jentz. Now, if one of Calso’s distributors should sign up 
one of your lessee dealers as of tomorrow, would your lease with the 
dealer be renewed ? 

Mr. Scoot. Would it be renewed ? 

, -, JEHLE. Yes, sir; would it be renewed, would you renew that 
ease? 

Mr. Scnotz. I don’t know. But we certainly would be very un- 
happy about it. And my guess would be that we would not try to 
perpetuate a situation where we found ourselves the aadord of 
another company’s outlet. That isn’t good business. 

Mr. Jeune. Of course, your lessee dealer would have to take the 
colors and Esso brand name from the station, wouldn’t he? 


Mr. Scnot. If he switched to another product? 
Mr. Jente. Yes. 


Mr. Scuotx. Of course. 
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Mr. Jente. Would you permit him to do so under the lease ! 

Mr. ScuHoui. Oh, yes. 

Mr. Jeute. Under the lease, is he permitted to make those changes, 
sir, without your permission 4 

Mr. Scuo.y. Stick up another sign, put in other products! There 
is nothing in the lease that would prevent it. 

Mr. Jenve. There is not a none provision in the lease that would 
prohibit him from making those alterations / 

Mr. Scuoui. As I recall now—and you have copies of the lease 
and I am talking from memory—I think there is the usual general 
provision against alteration of the premises without our consent, but 
that. wouldn’t prevent his taking down our sign and putting up an- 
other and putting in another brand. 

Mr. Jenie. He wouldn’t be breaching the contract by taking down 
your sign? 

Mr. Scuoiu. That is a legal question, but I don’t believe so. 

Mr. Jente. How about your so-called independent operators—per- 
haps you call them contract dealers—may the man who owns and 
operates his own station buy gasoline from whomever he wishes, Calso, 
Atlantic, or Gulf, and sell it during the term of your supply contract 
with him ¢ 

Mr. Scuoti. The one thing he may not do is sell it through a pump 
which bears our trade name. Of course you recognize that. 

Mr. Jentr. Yes. 

Mr. Scuoti. We have a contract with the so-called open dealers. 
We would hope that they would not try to put in somebody else’s 
product while that contract lasts, or without their terminating it. 
But we would have a very difficult time stopping a dealer if he did. 

Mr. Sruutrs. New Jersey used to have lots of multibrand stations? 

Mr. Scnort. You are going back a long way, Mr. Stults. 

Mr. Srvrts. Yes. Is it strictly coincidence that they have all 
faded away and that you can no longer go up to a station and buy 
1 of 6 or 7 brands? 

Mr. Scnoitn. No, I don’t think it is coincidence at all. I think it is 
a natural marketing evolution. It seems to me that in the business 
it has been found that if a dealer is going to do a good selling job he 
has got to concentrate on one brand of gasoline. I think it has been 
found that buyers don’t like to go into a station which doesn’t feature 
their favorite brand of gasoline but has 2 or 3 different brands, and 
therefore, the man isn’t really sure whose gasoline he is getting. 

Now, that, I think, is a matter of growth in buying habits. And 
it seems to me that the industry generally has reached the conclusion 
that that is the best way to market. 

Mr. Srur7s. Standard Oil Company of New Jersey has done noth- 
ing to hasten that conclusion on the part of the customers? 

Mr. Scnoii. Sure we have. We certainly have done our best to 
sell our dealers on the idea that that is the best way to market, because 
we believe it. 

Mr. Sruurs. Have you taken any positive steps to get them out of 
the multibrand operation ? 

Mr. Scuouti. We have tried to sell them on our brand, and that is 
the salesman’s job every day in the year. 

Mr. Strutts. Have leases or supply contracts not been renewed for 
that specific purpose ? 
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Mr. Scnor. No, sir. I don’t know of any, sir. 

Mr. Srvcvrs. So there has been no direct action ? 

Mr. Scuoti. No; 1 think not. It has been a matter of evolution, as 
I am sure you recognize, Mr. Stults. And it seems to me that it is 
just a natural evolution in the mar keting of our products. 

Mr. Srutts. I know that in other fields you can go into a store and 
buy any brand. You can buy any brand of refrigerator you want, 
for instance, and that evolution hasn’t happened there. 

Mr. Scuori. [ think the big difference there is being able to put 
the stuff on the shelf. And as a matter of fact, if you look at our 
stations and look at what is on the shelf, you will find that there is 
no concentration on our brand solely, but you can find all kinds of 
products on the shelf. But, as far as the handling of liquid products 
which have to be delivered out of a pump through a hose and into the 
tank, I think there has been general recognition of the fact that you 
do a better sales job and make more money handling one brand. 

Mr. Srurrs. You do a better sales job if you handle only Atlas tires 
than if you handled 7 or 8 different brands of tires? 

Mr. Scott. We think so. We do our best to persuade our dealers 
that that is true. 

Mr. Srutrs. So this evolutionary process is continuing along a 
parallel course then / 

Mr. Scuoti. No; I don’t think 

Mr. Srvuuts. Where we used to have lots of brands of gasoline in 
one station we don’t have them any more. We now have several 
brands of tires and batteries, but one of these days that evolution will 
also proceed to the point where you can go into an Esso station and 
pick up only an eens or an Atlas tire ? 

Mr. Scuoty. I don’t think it is making nearly the progress that 
we would like to have it make. After all, our job is to sell the products 
we have to sell. We think that an Esso dealer can do the best job 
and make the most money if he handles all of the products which are 
featured in our advertising. And we are sorry if you go into an 
Esso station and can’t buy an Atlas battery. But it happe ns all the 
time. And our progress in that direction is certainly slow, Mr. Stults. 

Senator Humpurey. Just 1 or 2 more questions, Mr. Scholl. We 
‘an find out the price, tankwagon price, at which American Petroleum 
sells to its stations. And if that tankwagon price is below your tank- 
wagon price, do you feel you ought to meet that competition / 

Mr. Scuouu. I certainly can’t answer that question. The question 
of whether we have a particular kind of competition which is so 
serious that we ought either to reduce our tankwagon price or give a 
voluntary in an area is something that could be arrived at only on 
the basis of the judgment of the marketing people on the job. And I 
wouldn’t suggest for a minuate that I could give you that answer, 
Senator. 

Senator Humpurey. The same thing would be true of other kinds 
of gasoline ? 

Mr. Scuotu. Yes. 

Senator Humpnrey. In other words, if Calso could sell for 2 cents 
a gallon less tankwagon price than you are willing to sell for, you 
wouldn’t be too concerned about that? 
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Mr. Scnouy. There have been lots of times when we have ignored 
situations which we thought or hoped were not too serious, or wouldn’t 
get too serious. 

Senator Humrnurey. What if it continued ? 

Mr. Scnoti. Again, it would be a matter for our marketers to 
assay the situation, make recommendations with respect to a change 
in price, and it would have to start at that level. It would be their 
judgment that would largely control. 

Senator Humpurey. Do you know if American Petroleum operates 
any retail stations ? 

Mr. Scnoit. I don’t, of my own knowledge. I asked, and our 
belief is that they don’t. I don’t know of my own knowledge. 

Senator Humpurry. Do you care to give this committee the price 
paid by American Garage as compared ‘with your posted tankwagon 
price ? 

Mr. Scnotu. For the record, I would much rather not give it to you 
for obvious reasons. That is a matter of competitive information 
which would be interesting to a lot of people. 

Senator Humpnrry. Well, we want to respect your competitive 
position wherever it is reasonable to do so. 

Mr. Srurts. It was also a matter of competitive position, it seems 
to me, when these dealers were willing to come down here and lay 
on the record, the public record of this committee, how much money 
they were taking home, to show this committee their income-tax forms, 
and how many gallons of what brand of gas they were pumping, and 
what prices they were both paying and charging. 

I wonder if equal candor from the oil companies might not help us 
out in trying to get a solution here. 

Mr. Scuoiz. Mr. Stults, we want to be just as helpful to this com- 
mittee as we can possibly be. We want to be just as frank, and we 
certainly want to give you anything which, in the judgment of the 
chairman, will aid the work of this committee. 

If vou will tell me of any facts that you feel you need, we will cer- 

tainly give them to you. We may ask you, and it will only be a 
request—if we think this is something that will do our competitors 
more good than it would help you to put in the record we are going 
to ask you if you won't look at that side of it. But we are here to 
cooper ate with you in any way that you think will be helpful. 

Senator Humpnrey. One question I think would be helpful, and I 
have already asked it, is the relationship between the tankwagon 
price of American Petroleum and Esso, because you are selling the 
same product. 

I want to say that this is almost fratricidal competition. This isn’t 
competition between aliens, so to speak. This is within the family. 

Mr. Scnotu. Senator, I am surprised at the time we have spent on 
American Petroleum. 

Senator Humpnrey. I am not surprised, because I want to say that 
it seems to me, to my sense of propriety, sir, a rather unusual situation. 

Mr. Scuoxv. It is an unusual situation, as far as we are concerned, 
too, sir, but in its impact on the New Jersey situation, its real influ- 
ence is, in my judgment, extremely slight. That is the only reason 
lam surprised at how much time you want to spend on it. 

1ator Humrnney. I think that is true, except, may I say that it 
uaianes a practice which I think could cause some trouble in the days 
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coming ahead when you have direct manuf: \cturer- or refiner-to-dealet 
rel; ationships, then refiner-to-wholesaler-to-dealer relationships, or you 
have differences, or alleged differences, sir, on wholesale price to deal 

ers through these two systems, and obvious and posted differences of 
price at the pump on the same product. 

I think it is a matter that 1s a peculiar and unique situation, and 
I am somewhat disturbed, may I say, sir, at the concern of Esso wit! 
competition from other companies, and no apparent concern about the 
competition from a distributor or the wholesaler of the same product 

Mr. ScHoLi. Senator, what do you want us to do? Would you like 
us to cut off American Petroleum as a customer / 

Senator Humrpnrey. No. All I would like to have you do ts, if you 
are going to have dealers and advertise for them, like you are doing 
and that is a substantial investment—that you treat those dealers with 
the same degree of concern that you treat the American Petroleum. 
That is all Lam asking. 

Mr. Scuotn. I think wedo. And I think that American Petroleum, 
simply because it is an unusual situation which you feel is embar- 
rassing to us, has become much larger than the New Jersey picture. 

Senator Humpnrey. It is much larger if the other companies get 
the same idea. If you have wholesalers in every State in your 18-State 
area along the lines of American Petroleum, and they start doing to 
your Esso dealers what American Petroleum is apparently doing to 
your Esso dealers in New Jersey, it can become a jungle warfare 
within the family. 

Mr. Scuou.. Senator, what is happening to Esso dealers in New 
Jersey is not happening because of competition from American Petro- 
leum, I am satisfied. 

Senator Humpnrey. I think it is one thing, Mr. Scholl, to have 
competition between two different brands—Pepsodent toothpaste and 
[pana can have competition—but it is another thing to have the manu- 
facturers of Ipana toothpaste dealing with a direct outlet one way 
and then dealing with the wholesaler in another way, and permitting 
that wholesaler to undercut the direct relationship between manufac- 
turer and retailer. I think that is just ethics in trade. 

Mr. Scuotn. You say “permitting,” but you must recognize that we 
have no control over that situation whatever. 

Senator Humpnurey. Or aiding and abetting. 

Mr. Scuotyi. We neither aid nor abet. We simply sell this cus- 
tomer. 

Senator Humpnrey. Why is it that the price war seems to stop at 
the State line? Why is it that the tankwagon price 2 feet on 1 side 
of the State line is 20.9 or 20.6, or whatever the figure was, and across 
the line it is 3 or 4 cents higher? Is there an extra transportation 
charge of such degree? We had all kinds of testimony about the 
I ’ennsylvania market and the New York market as related to the New 
Jersey market. 

Mr. Scuory. I suppose—well, let me start by saying that the mar- 
keting areas seem to break, naturally, at State lines, at least as far 
as we 

Senator Huspnrey. That is not necessarily so, sir, and I don’t 
think you believe that. 
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Mr. Scnott. I said they seem to. Now, as far as delivery areas go 
with us, that is the way it happens to work out. 

Our stations in Rockland County, for example, are served from a 
point up the Hudson River, not from a point across the New Jersey 
line. It results in a different buildup of price. 

Now, you ask me why there is a price-war situation here, and not 
there. T'don’t know. The competitive situation in the two areas must 
be different. 

Senator Humpnrey. I didn’t ask that. I asked why there is a dif- 
ference in tank price out of the same tank. 

Mr. Scuott. I suppose because we try to get a reasonable price for 
our goods wherever we can. If the competitive situation is such that 
we can’t get it, we get what we can. 

Senator Humpurey. What happens to your dealers across the line 
that have to face 5 cents lower gasoline prices just a block down the 
street, across the State line? 

You have a dealer up here in New York, you have a dealer across 
in New Jersey; one is getting 24.9 and one is getting 20.9, or whatever 
the figure would be—let’s just take any figure—a difference of 4 or 5 
cents a gallon. 

It appears to me that it is a bit unusual to draw gasoline out of 
the same tankwagon with two different prices, 200 feet away. 

Mr. Scuotz. It so happens we don’t sir. 

Senator Humpurey. Don’t you? 

Mr. Scuort. In this situation that you are talking about. As I 
just said, in Rockland County the delivery point for our product is 
from a point up the Hudson in New York State. The delivery system 
through New Jersey comes up through the State. But maybe that 
isn’t very important. 

Senator Humpurey. How about the Pennsylvania situation ? 

Mr. Scuott. We don’t deliver from New Jersey into Pennsylvania, 
as I recall. But again, I don’t know that that is particularly 
important. 

Mr. Srutts. That’s right. Your competitors very often do deliver 
across the State border, and they have the same posted tankwagon 
price as you do, and you do not have the identical trucks delivering on 
both sides of the border. 

Senator Humpurey. It comes out of the same pipeline; doesn’t it? 

Mr. Scurotit. In upper New York State, which is served by pipeline ; 
yes. What comes out of the same pipeline? 

Senator Humrurey. Gasoline. 

Mr. Scnoitzi. Yes. There is a pipeline up through New York State. 

Senator Humpurey. It comes from the same refinery into a com- 
mon pipeline that serves the same two market areas ? 

Mr. Scuotu. No, sir; it just happens this area we are talking about 
is served by barge. 

Senator Humpnurey. Well, I mean a means of communication. I 
will broaden my definition. 

Mr. Scuoiz. That enters into the price buildup. That is the only 
point I am making. 

Senator Humpurey. Do you have any suggestions as to what we 
might do to correct the situation, Mr. Scholl, because I think you 
must have an interest in correcting it. You must not enjoy selling 
gasoline for less in one area than in another. 
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Mr. Scuotu. Yes, I do have some ideas. I think that our view as a 
company and what the committee is trying to do and what we both 
stand for is probably pretty much alike. Certainly, we believe in 
free, fair, and open competition. We believe in an equal opportunity 
in this petroleum business for anybody who wants to get into it and 
work at his job. We are against any kind of discrimination or 
subterfuge or underhanded practices. 

Now that is just a edad statement of principle that I think we 
would all agree on. But I think there is another principle, Senator, 
that we always have to keep in mind. And I was very much interested 
in the colloquy which took place between you and Governor Meyner 
when you had one of your hearings in New Jersey, in which you dis- 
cussed the fact that the consumer interest is really paramount in 
anything that we do in this unfortunate and unhappy situation. 

It seems to me that we can never lose sight of the fact that our 
economic philosophy—at least I would say since the 1890’s when the 
Sherman Act was first passed—has been strongly geared to competi- 
tion rather than to Government regulation as being the thing that best 
serves the consumer. 

Now I am working for the consumers, and you are elected by con- 
sumers, and we are all consumers. And I don’t think we can ever 
forget that that is the end of the road for all of us. 

I don’t think we can forget, as we look around the world today, that 
a lot of countries that do not seem to believe in the kind of competition 
we believe in are on a very different standard of living than we are. 
We have the highest that the world hasever seen. I believe that that is 
because of our competitive system, and I think that anything we do 
here ought always to be directed to the preservation of that. 

There have been a couple of remedies that have been suggested 1 
the prior testimony that you have taken. One of them is divorcemen t 
of marketing. A number of dealers, when you have asked, “What 
do vou think we ought to do?” have said, “Well, we think divorcement 
of marketing would be a good idea.’ 

It seems curious to me that none of them seems to understand what 
they are talking about. They seem to have been told divorcement of 
marketing would be a good idea, and so they are for it. I think that 
they are very much misled in that. 

I think the dealers would find that if the stations which we own 
and which we now lease out to dealers individually were thrown on 
the market they would be acquired by a chain operator, and I think 
the dealers would then be faced with a type of competition whic) 
would be ever so much worse for them than anything they are faced 
with today, bad as today is. In other words, it seems to me that the 
dealers just haven’t thought the thing through. 

Incidentally, the study commission in New Jersey that looked at 
this thing in 1953 came to the same conclusion. The other thing that 
the dealers have talked about a Jot is fair trade. 

Now, I would not pose as an expert in fair trade generally. I just 
don’t know much about its application to other businesses. But, 
applied to our business, it seems to me that we have an unusual 
situation. 

We have a buyer who is on wheels. He doesn’t even have to get 
inside the store to buy or to price what he is interested in. It is a 
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very mobile market. It is just as easy to drive around the block or 
across the town in order to get a lower price. 

Therefore, I think in the gasoline market we have a very price- 
conscious buyer and one who finds it very easy to follow that bent. 

He is consuming his goods, so that he is going to be back in the 
market in a couple of days. It isn’t as though he goes in and buys 
a heater or a refrigerator, or something like “that, where he buys it 
once and then is out of the market for a long time. He is alws LYS 
coming back in. He is always in the market, pricing and buying 
again. And I think that that is one of the things that has made him 
so very price conscious. 

Now, the effect of fair trade necessarily is to place a floor under 
the price that a dealer can charge. It takes away his freedom of 
action. He can’t meet competition below the floor that is set. 

And our experience has been and our belief is that if we tie our 
dealers’ hands by putting them under fair trade and limiting their 
freedom of action they very quickly will find themselves at a tre- 
mendous handicap in the kind of market we have with this kind of 
product. 

There is one other thing that I might comment on, and that is 
that a good deal of legislation has been introduced in the legislature 
in New Jersey. All of it is what you might call control legislation. 

I doubt that you want me to take the time to comment on all of 
those things, but it is all limiting, it is all control, it is all putting 
some wraps around the flexibility of the industry. 

My own belief is that the dealers have been sold a bill of goods on 
some of those things, and that they would find that they were, in the 
long run, worse off under Government regulation than they are under 
the present situation. 

Senator Humrurey. May I just say at that point I think that most 
everyone is somewhat justly concerned about too much Government 
regulation. I think what has happened with these dealers, since 1 
have listened to them a good deal, is that they are about at the point 
that some of my Minnesota farmers are. They are hurt, and when my 
Minnesota farmers see the profit statements of the livestock processors 
and hog processors at an all-time high and their hogs are $9 and $10 a 
hundred, they are not happy, and they say, “Well, how does this hap- 
pen? How is it that the fellow who is processing it makes all the money 
and I who am out here producing it, go broke.” 

In this situation, the dealers found themselves caught up in the 
gristmills of a terrible price war, and many of them are being ground 
out of existence. 

Now, their natural sense of frustration and hopelessness can drive 
them to many expedient remedies, or what they think are remedies. 
And I think that, as we look at them, some are not remedies at all. 
Sometimes the treatment may be worse than the disease. 

But the thing that bothers me is that you are the second largest cor- 
poration, I believe, according to the Fortune survey, in the Nation, 
which is a great honor. You have a tremendous gross business and 
a very substantial business all the way down the line. 

It bothers me that, somehow or other, in an area of industry like 
this, there cannot be some degree of competitive practice. 


You do not 
see, for example, the steel business getting into this trouble. 


Of course. 
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it is a different product. While it is a consumer product, it has to be 
processed to be a consumer product. In your area little and big alike 
seem to get at each other’s throats, and, for a period of time, the main 
fighting is not done by the generals but it is done by the privates. 
There is heavy casualty in the frontline fighters. I haven't seen many 
oil companies become casualties. Can you name me very many of them 
that have been driven to the wall in the price-war business 4 

Mr. ScuHouy. Senator, I do not know enough about the farmers’ 
problems, although I believe they are real— 

Senator Humpnrey. I only used it as an analogy. 

Mr. Scuoty. I am just pointing out, I cannot comment on that. | 
don’t know. Nor do I know anything about the steel business. So I 
make nocomment on that. 

Senator Humpnrey. You know more than I do about it, I daresay. 

Mr. Scuoiu. I doubt that. You spoke about the fact that we were 
a very large company. Our parent company is very large. It has a 
very large | part of its assets abroad, and makes much of its money there. 

As far as Esso Standard Oil Co. is concerned, the company I am 
talking about, we are a smaller operation, but we are substantial in the 
area in which we market. I grant you that. 

It seems to me that, instead of expressing surprise or, perhaps, even 
disappointment that we are not big enough to do something about the 
situation, you ought to recognize that maybe that is a good thing. We 
are not big enough to control this thing. Nobody is big enough to con- 
trolit. Nobody has any right tocontrol it. It is just too big, either, I 
think, for Government control—certainly it is too big, and there is no 
legal basis on which any private corporation can control the situation. 

“And that leads me to the only real suggestion that I have to make, 
sir, and that is this, that so many of these dealers have complained 
about the fact that pressures have been put on them. We have been 
talking here about it. I think that we both feel that there have been 
pressures on price, both perhaps from certain suppliers and certainly 
there have been pressures put on them by dealer associations. And 
so many of these dealers have come in and said, “If we could just be 
let alone and let us work out this price situation at the level where we 
are operating, which is the retail level, we could get along.” 

This thing has gone on for a long while. It is a very painful situa- 
tion, not only for the dealers, but for us. I think that it would be a 
good idea if we gave this suggestion a chance and gave the dealers 
a chance to run their business at the retail level without pressure from 
anybody else. 

Now, that may sound deceptively simple, but honestly, I think that 
that is one thing we have not tried, and it might work. 

Senator Humpnurery. Mr. Scholl, first of all, I want to make quite 
clear that as a gas consumer, I like low prices on gas, too, and I gath- 
ered a moment : ago that you said that we could agree that our major 
concern and paramount concern was the interest of the consumer. 
But that does not only include consumers in New Jersey. It includes 
consumers in New York, Pennsylvania, Virginia, and other places. 
And when we get in an automobile we are a consumer all the way 
along the line. When we start out of Washington and we go on up 
to Boston in an automobile, I like to have concern over my consump- 


tion capacity all the way up and down the line, and not just in New 
Jersey. 
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Mr. Scuoin. We have. 
Senator Humpurey. But the price is different in New Jersey on 
the same product, and considerably so, so that the consumer’s concern 
is sometimes, as in this instance, related more directly to the competi- 
tive concern rather than the consumer concern. 

Mr. Scno.n. Well, let us say that the consumer in New Jersey has 
what we may consider to be an undeserved break in his price. But 
you cannot argue this thing backward, I think, in all fairness, Senator. 

Senator Humpurey. Is the Esso Co. in New Jersey losing money 
on its tankwagon price? 

Mr. Scriott. Losing money? We are certainly losing the profit 
that we think we ought to make. But as to actually doing business at 
a loss, no, I think we are not. 

Senator Humpurey. So it is possible that the price could be lower 
in New York and Pennsylvania. 

Mr. Scuo.u. That is the point I want to get to, because it seems to 
me that this approach that you make, this broad approach that we 
ought to have concern for all consumers, with which I thoroughly 
agree, tends to lead you to a wrong conclusion. 

The real question is, are we getting a reasonable price for our 
product ¢ 

Senator Humpnrey. And I think you are entitled to it. I want 
that crystal clear. 

Mr. Scnotz. Thank you, sir. 

Senator Humpurey. And I think the retailer is entitled to it. 

Mr. ScHotz. With that, I agree. 

Senator Humrurey. And I think that is in the consumer’s interest. 
I do not think it is in the consumer’s interest to put people out of 
business. 

Mr. Scuoitu. With that, I agree, sir. 

Senator Humpurey. And I do not think it takes any great pains to 
sell products at less than cost. Anyone can do that. 

Mr. ScHoti. You cannot stay in business very long. 

Senator Humpurey. You do not have to be a salesman to give it, 
away. 

Mr. Scuort. That is correct. 

Senator Humpurey. And I am interested in the kind of economy 
where a retailer, a wholesaler and a manufacturer all make a legitimate 

vrofit. I want that crystal clear. Therefore, I have supported 
legislation such as fair trade in the retail field, where I think that a 
fair profit the man is entitled to is for the consumer’s long-term in- 
terest. If these price wars keep going on long enough it is the sur- 
vival of the strong. It is the survival of the man who can take it 
the longest. 

Now, my concern, therefore, leads me to ask only that the manu- 
facturers, who are involved in these price wars, as well as the re- 
tailers, take on their share of the burden. 

What we have in testimony—and I do not say that this is testimony, 
as it was not taken under oath but was statements made freely by 
witnesses—is that far too many of the frontline operators, the deal- 
ers out here, have had to take the heat. In other words, they have 
been the shock troops and the casualties in this competitive war. The 
wholesalers and the retailers behind them have not been liquidated 
or extinguished, but it is this private in the front here. 
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If we are going to have price wars, I suggest that everybody get 
into the fight. 1 mean that we share equally on the blood-letting 
process. 

Mr. Scnotu. I think that has been the case, sir. And I think that, 
as this is presented to you, you get the impression that nobody sus- 
tains any Tas except the fellow in the front line. Now, we are just 
as much rina I think, perhaps, even more concerned, than 
you are about what is happening to the dealers, because good dealers 
are hard to get. We need good dealers who will stay in the business, 
and they cannot stay in the business unless they make a reasonable 
profit. 

Senator Humpnrey. All right. Now, at that point 

Mr. Scuoitt. We abhor this thing as much as you do. 

Senator Humpnrey. Yes, sir. 

Mr. ScHotu. But it is not true that they have borne all the brunt. 
Throughout this, we have tried to help them stay in business in 
spite of, as you have seen, some of the efforts of the dealers’ own 
group, which seem to be suicide, as far as we can see. 

Senator Humenrey. All right. 

Let us accept that statement, and I am sure that you have deep 
concern about this unfortunate trade practice. I really believe it. 
I want you to know I believe that you have. 

Mr. Scnotyi. Thank you, sir. 

Senator Humenrey. The thing that I am concerned about is: Not 
being a resident of New Jersey, and not having the privilege of driv- 
ing my automobile up there very often—and I think I speak for 
about 155 million other Americans—is it not possible when you have 
to lower the tankwagon price in New Jersey to compete with this 
madness up there, that folks out in Minnesota and Nebraska and 
Ohio have to pay a little bit more for gas so that they can have 
that luxury up there, so that your fair profit for your company can 
be sustained ? 

Mr. Scnoiu. Well, that is the point that I was getting to before, 
and we sort of got off the discussion. And I am el: ad you brought 
it up again, because it seems to me that in ti alking about somebody 
going from here to New E ngland and crossing New Jerse *"y and pay- 
ing one price until he gets to New Jersey and then paying a very 
low price there and then a higher price, you can very easily draw a 
wrong conclusion. 

You can very easily say, “If you can afford to sell gasoline in New 
Jersey at this level, why don’t you do it all over the country”? Well, 
the fact i is that we cannot operate on that basis all over the country 
and survive. 

The real question, it seems to me, for you to concern yourself with, 
is whether the price that we get for our product is a reasonable price, 
where we get a price that is what we would regard as a normal price. 

Senator Humpnrey. It is also—— 

Mr. Scuotz. And you cannot always test that by the fact that in 
some spots, the competition, for a variety of reasons, gets so bad that 
we are forced down to a level which all of us feel gives us an inade- 
quate return on our business. 

Senator Humpurey. Well, now, may I say that if you only sold 
in New Jersey, while I would be concerned about a price war, be- 
cause I do not think price wars can be justified in any interest at all, 
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from the producer, the retailer, the wholesaler, or the consumer— 
alternately, they are destructive—but if you sold only in New Jersey, 
then the worst that could happen is that the folks in New Jersey 
who got into this economic bloodletting process would annihilate 
each other at their own cost. That would be bad enough. 

But I am afraid that, when you run a little short of economic 
plasma after you had a little bloodletting up in New Jersey, you get 
pumped up some place else. 

This is not relating to you specifically. What I am concerned 
about in these price wars is that I cannot imagine a company such 
as Esso or Gulf or anybody else being in business to lose money. And 
it is fair to assume that if you have to get 24 cents for tankwa gon 
price across the line in Pennsylvania, just taking a figure, and 2 
cents or 20.9 in New Jersey, that either you are overpricing in 
Pennsylvania or you are underpricing in New Jersey. 

Mr. Scuoti. We are underpricing in New Jersey. There is no 
question about it. 

Senator Humpnrey. All right. Then, if you are underpricing in 
New Jersey, the only way th: at your company can continue to make 
a rather substantial profit, which it does, is to pick it up some place 
else, because this is not manna from heaven. What I am wondering 
«bout is the consumers’ interest again. 

Mr. Scuouy. There are two points I would like to make. One is 
that our company, the company I am talking about, Esso Standard, 
makes a small profit. 

The second is that this matter of competition that I have talked 
about before, which I think is so important, is the thing that keeps 
anybody from making an exorbitant profit, as far as my knowledge 
of our area is concerned. 

Senator Humpurey. That is the area we have. 

Mr. Scuouy. That is right. And that is the thing that keeps us 
from saying, “Well, why should we worry about New Jersey? We 
will boost. our price somewhere else and get it back.” We cannot 
do it. There are too many people who are trying to grow in every 
area where we market. There is too much active ‘competition for us 
simply to say, “We will get it back somewhere else.” We cannot do it. 

But it does not follow, either, Senator, that because we find our- 
selves forced to sell on a low level in New Jersey, that that indicates 
that we could or should spread that to adjoining States. That just 
would not make any sense from a business point of view. 

Senator Humpurey. Well, it might not make any sense, but may 
I say that if it were of large enough proportions, you would have to 
pick up the tab someplace. Somebody to pay the bill, because 
your company makes a profit. And these big oil companies ‘all make 
a profit. If you are selling in New Jersey below cost, which ap- 
parently you are not—— 

Mr. ScHoiu. We are not. 

Senator Humpurey. But you say that you do not make a fair 
profit in New Jersey ? 

Mr. Scuouz. That is correct. 

Senator Humpurey. Is that correct? 

Mr. Scnouu. That is correct. That is our view. 

Senator Humpurey. Have your company profits, as such, de- 
teriorated because of the New Jersey gas war? 
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Mr. Scuoit. Oh, very definitely 

Senator Humpnrey. On a national basis! 

Mr. Scnoi1L. We do not operate nationally, as I have explained to 
vou, Sir. 
~ Senator Humpnrey. I mean, on your regional basis. 

Mr. Scnoit. We have certainly lost this year several million dol- 
lars in New Jersey of profits that we should have gotten, as we see it in 
the operation of our business, and that very definitely has affected our 
profit position. 

Senator Humpurey. Is it a fair assumption that, if you are losing 
money like that, so are other oil companies ! 

Mr. Scrioiz. In New Jersey, I would suppose so. 

Senator Humpnrry. Yes. And, isn’t it a fair assumption, since 
these other companies operate elsewhere, where they do not have these 
price wars, that they might reflect a little of the loss that they suffer 
in New Jersey in a little ‘better price in some other parts, since we are 
all in competition together ? 

Mr. Scuoty. That assumes a kind of nice brotherly attitude among 
oil companies, which I assure you does not exist. 

Senator Humpnrey. It assumes a business attitude. 

Mr. Scnoryi. That does not exist, either. 

There are two points I would like to make: One is that price wars are 
not confined to New Jersey. They break out all over the area where 
we are. 

Senator Humpnrey. Yes. 

Mr. Scnorn. And beyond that, I do not know of any place where we 
operate where there are not newcomers in the area who are trying to 
grow, where there is not always somebody around the corner who is 
trying to take your business away from you; in other words, where 
there is not strong competition. And that does not permit of any of 
this saying, “W ell, let’s let the price go up here.” It just is not so. 
[t just does not happen. 

Senator Humrnrey. But it does pose to the public a very serious 
question when you have a price of 20.—is that your tankwagon price 
in New Jersey—and have to ask across the line 2 or 3 or 4 cents more. 
[ mean, it poses a rather difficu!t problem of explanation. 

Mr. Scnowt. It poses a difficult problem for us when we can’t make 
a reasonable profit on the sale of our products. 

Senator Humpnrey. Is there anything else? 

Mr. Srvurs. I wonder if Mr. Scholl could provide either for the 
record here or for the use of the committee any breakdown of Esso 
Standard operation, vour profit and loss return on either investment, 
or as a percentage of sales in New Jersey and in each of the other 
States in which you operate ? 

Senator Humpnrey. I think we should have that. 

Mr. Scnoru. I will be glad to give you anything that would be 
helpful to you along that line, Mr. Stults. I can certainly tell you what 
our return on investment is as a company. Whether we have it broken 
down as to New Jersey, I am not sure, but we may have. And I will 
be glad to furnish that to the committee.” 


2Mr. Scholl later (by letter of January 20, 1956) furnished the committee with the 
following information: “I find that we do not break down our company profit-and-loss 
statements by States. However, Esso Standard’s 1954 overall profit was equal to 1.9 
percent of total sales and also equal to 4.8 percent of our net investment in plants and 
inventories.” 
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I can assure you—because I have looked at it—it is very modest. 

Senator Humpnrey. Also, Mr. Scholl, we would like to have for 
the record the number of tankwagon price changes made by your 
company during the past 2 years, ‘the amounts of each, and, to the 
best of your know ledge, why each change was made, and if possible, 
who did you follow in the price changes? 

Mr. Scuoi.. I don’t know 

Senator Humpnurey. In New Jersey? 

Mr. Scuor.. I don’t know that our records will reveal who we fol- 
lowed, but we might get that out of the trade press, or something like 
that. 

Senator Humpnrey. If you get the date of the changes we will be 
able to correlate that pattern of pursuit here.* 

Mr. Scuoi.. Now, as far as the reason goes. I could tell you that 
right now. We have in mind what we think would be a reasonable 
price for us to get in New Jersey. 

Senator Humpurey. What would that be? 

Mr. Scuot.. Let me give it to you in two ways Our thinking now 
is that what we might term a relatively normal price in New Jersey 
would be 1514 cents a gallon, tankwagon price, I am talking about. 

Senator Humrurey. That would be 2114 ? 

Mr. Scuoiy. Now, actually, when I call that normal, if you go back 
to 1953, which was the last time we had a crude increase, we figured 
that the increased cost as a result of the increased cost of crude which 
we have to buy indicated that we ought to get a price of 15.9 in New 
Jersey. The fact is we have never been able to get back to 15.9 since 
a couple of weeks after that crude increase, when we tried to get the 
price up there, and competition knocked us off. Now, we are up to 
14.5 at the moment. If we could get back to 15.5 we wouldn’t feel 
bad about it. And of course any chance we get we are going to try 
to get our price back. 

Senator Humrnrey. What is your price in Pennsylvania, your tank- 

wagon price just across the line? It is 14.5 in New Jersey; what is it 
just across the line? 

Mr. Scuory. I will tell you that our price in Pennsylvania bears a 
reasonable relationship to that price, based on transportation. 

Senator Humpnrey. It wouldn’t be too difficult for you to get us 
that tankwagon price across the line? 


* Mr. Scholl later (by letter of January 20, 1956) furnished the committee with the 
foll: wing information : 
“Our tank- — n price changes for the year 1954 (at the beginning of which our tank- 
Wagon price was 15.4 cents) and for 1955, are as follows: 
Posted dealer 
tank-wagon price 
Effective date of change: (cents per gallon) 
Jan. 30, 1954 
July 
Aug. 
Dec. 
Jan. 26 
July 
July 2 
Sept. 
Oct. 
Nov. 7 
The forez zoing does not include temporary allowances off the tank-wagon price. The reason 
for each change can be stated simply as follows: Each decrease was to m eet lower prices 
being q noted by our competitors. Each increase was made in an attemnt to obtain what 
we considered a more reasonable or normal price. Our records show that the increases 
on Aug. 19, 1954, July 15, 1955, and Sept. 22, 1955, followed similar increases posted by 
a com petitor.’ 
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Mr. Scuoii. No; we could give you that. 
Senator Humpurey. In Pennsylvania or in New York? 

Mr. ScHoiti. We can give you that. 

Senator Humprurey. I think we ought to have that.‘ 

Is there anything else? Do you have anything else, some further 
comment ¢ 

Mr. Scott. No. There is only one thing I would like to say, Sen- 
ator, and that is, as so often happens, when you have a difficult and 
perhaps insoluble problem, merely talking about it and thinking 
about it may do something to suggest a way out of it. And I would 
like to say that I feel that the work of this committee has made a real 
contribution to the industry’s thinking about this very difficult situa- 
tion in New Jersey. I think you have made a lot of people think 
about it who didn’t know much about it before. You have brought it 
to the attention of a lot of people, both in the industry and without, 
and I think that in itself is likely to be a very substantial contribution 
to working our way out of it 

Senator Humpurey. Now, Mr. Scholl, I want you to know that 
this committee didn’t go into this matter because we didn’t have any- 
thing else to do, but because there was a very serious problem that 
was brought to our attention on the part of some citizens. And we 
have indicated that everyone is going to have a chance to be heard. 
We didn’t desire to choose up sides; we desire to see an industry that 
is as big and prominent and as eae as the oil industry, the gas 
industry, with the many distributors which they have, and dealers, 
bring some order into what is apparently a chaotic situation. I think 
it is a sad reflection upon American commerce when we see this kind 
of pattern develop. I don’t think it helps anyone. 

My own point of view is that it doesn’t help you, it doesn’t help the 
dealers. And, while some consumers think it gives them momentary 
help, I think, if they will look at it over the long run, they will find 
they will have to pay sooner or later. Your company has an invest- 
ment and you will have to make a profit. And sooner or later some- 
body is going to have to pay the fiddler: whether they pay it next week 
or 2 years from now, they are going to have to pay. 

The trouble is: this situation has got out of control in New Jersey. 
And, may I say, it is contagious. As I have indicated, we have one 
in Minnesota, one that is going full bloom now. This is the best 
way that I know to bring Government regulation when an industry 
cannot get itself in line to conduct its business in a reasonable and 
orderly manner. Public protests are coming in and even Members 
of Congress who originally opposed any form of regulation sometimes 
find themselves given to trying to bring some order out of what some 
people call competition. 

Competition is predicated upon order. It is not predicated upon 
brutality and upon disorder. That is not competition; that is chaos. 
Competition is a decent word and a wholesome word in the American 
economic scene. It isn’t a matter of the strong surviving over the 


weak or the big over the little. We have rules and regulations on 
competition. 





4Mr. Scholl later (by letter of January 20, 1956) furnished the committee with the 
following information: ‘Philadelphia is a good illustration since it is just across the State 
line from Camden, N. J. Our tank-wagon price in Philadelphia on December 15, 1955, 


was 15 cents (ex tax). 
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I think we have to make it erystal clear that there is a philosophy 
of competition which repudiates the rule of the jungle in the economic 
market place. And I think you and I will agree on that as a picture 
of the true competitive process. 

I have no more, Mr. Scholl. And I want to thank you. 

Do you have anything, Mr. Jehle? 

Mr. Jeune. Just one last point, Mr. Scholl. Do you think that the 
tankwagon price in New Jersey is what is referred to in the industry 
as an honest tankwagon price? 

Mr. Scnonu. I don’t think I know what you mean, Mr. Jehle. 

Mr. Jente. Well, is it true that many of the companies are giving 
voluntary allowances on tankwagon prices at this very moment? 

Mr. Scuoti. You mean hidden rebates, or something like that? 

Mr. Jennie. Yes, sir. 

Mr. Scnoty. I wouldn’t know. I have no knowledge that that is 
true. 

Mr. Jeute. Your company has faced this question of pee diserimi- 
nation very honestly by using this tankwagon price throughout the 
State; is that correct ? 

Mr. Scuoty. That is correct. 

Mr. Jeune. And you have no voluntary allowances at the present 
time? 

Mr. Scuoty. That is right. 

Senator Humpnrey. Thank you, Mr. Scholl. 

Mr. Scnoru. Thank you for giving me so much time. 

Senator Humpnrey. I realize we took a lot of your time, but we 
think it is worth it. 

Mr. Dyer, president of the Sinclair Refining Oil Co. 

Mr. Dyer, we are very appreciative of your attendance here as the 
president of your company. We want to thank you for your coopera- 
tion. 

Mr. Dyer. I have prepared a statement, Senator, which I would 
like to present, if I may. 

Senator Humrurey. Go right ahead, Mr. Dyer. 


STATEMENT OF JAMES E. DYER, PRESIDENT, SINCLAIR REFINING 
CO., NEW YORK, N. Y. 


Mr. Dyer. My name is James E. Dyer. I reside in Bronxville, N. Y. 
I am president of Sinclair Refining Co., a Maine corporation engaged 
in the general business of refining, distributing, and marketing petro- 
leum products. 

My appearance here is in response to your invitation to discuss prob- 
lems of petroleum marketing in the State of New Jersey. I am very 
vlad to be here for the reason that the subject matter of your inquiry 
is one in which we have a great concern and a great stake, and I, for 
one, am not only willing but very desirous of making any possible con- 
tribution toward a betterment of the situation. 


I. SINCLAIR’S RELATIVE POSITION IN NEW JERSEY 


In relation to the total market for gasoline and petroleum products 
in the State of New Jersey, Sinclair is relatively “small potatoes, few 
ina hill.” In 1955, Sinclair’s share of the total gasoline consumption 
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in New Jersey will be about 2.64 percent, which is about one-half of 
the 1 percent more than our relative position in the year 1951. Over 
this period of time, the total gasoline consumption in New Jersey 
increased about 29 percent, and Sinclair’s sales increased about 54 
percent, 

In the State of New Jersey, Sinclair, as of December 1, 1955, was 
serving 524 dealer service stations. Forty-three of ae, service sta 
tions were owned outright by Sinclair and leased to dealers, and 2 
were leased from others by Sinclair and, in turn, subleased to dealers. 
Sinclair also served 248 outlets on a direct supplier-dealer relation 
ship where the company had no interest in the real estate. The 
average monthly sales volume in gallons of the fee and leased stations 
was 8,033 gallons per month, and of the dealers who are not lessees of 
Sinclair, 3,079 gallons per month. The reason for this difference in 
volume is the fact that most dealers of the latter type are engaged in 
some other important line of business and handle gasoline more as a 
sideline for their main enterprise. 

As of December 1, 1955, we are informed that the total number of 
gasoline dealers in the State of New Jersey was 10,385. At the e 


‘ 


of 1951, 5 years earlier, the number of dealers in New Jersey was 
10,486, indicating that there has been a reduction in number of 101 
over the period. 

These figures suggest that, in spite of increasing demand, the total 
number of retail outlets is not increasing. There is en indi- 
cation, however, that there may be in process a trend to, perhaps, 
bigger and, let us hope, better retail outlets. We, pent ips, may a. 


in a transition period where the emphasis on retail marketing will be 
on outlets, depending upon large volume and, perhaps, lower unit- 
price markup. We may be witnessing a changeover similar to that 
which took place over recent years in the retail marketing of food. 
drugs, and other consumer goods. 


II. DEALERS 


As I indicated to you in my opening remarks, Sinclair has a very 
genuine concern and stake in improved marketing conditions in New 
Je rsey. We not only have suffered a loss of revenue during price wars 
over the past several years, but our dealers have been most seriously 
affected. The almost chronic state of price demoralization has 
brought about a rate of turnover among our dealers in the neighbor 
hood of 30 percent per annum. Even though this figure includes 
dealers who have voluntarily left us to sell a competitor's product 
the rate of turnover in New Jersey still is a disturbing situation. 

A Sinclair dealer is an independent merchant, or, if you will, 
small-business man, who markets petroleum products and jbated 
merchandise at retail through a service station of which he is, as the 
proprietor, either the owner or the lessee of the premises. The re 
quirements of a successful service-station merchant are that he must 
not only be adequately financed to carry on the business at his station, 
but he must also be a sound merchant, a good manager, an astute pur- 
chaser, an effective salesman, a clean housekeeper , a good mechanic, a 
competent cashier, a good bookkeeper, and, in many ‘instances, a good 
employer and supervisor of the work of others. 
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Sinclair, as a supplier, has every good reason to work for the prog- 
ress, prosperity, and success of Sinclair dealers. By years of con- 
sumer advertising of quality products, Sinclair has attained excellent 
public acceptance and thus offers to dealers merchandise which already 
enjoys consumer demand. These dealers provide the only channel to 
market for these products—they can build goodwill for Binclaie and 
its products—they are shacbattlle essential to Sinclair’s existence and 
growth. In short, to us successful dealers are indispensable. 

It may not be common knowledge, but our company spends a tre- 
mendous effort in manpower and enormous sums of money in ¥ 
viding assistance to Sinclair dealers over and above that which is 
devoted to direct sales effort, advertising, and sales promotional work. 
This help consists of schooling and other assistance covering every 
aspect of the numerous requirements of successful retailing. 

We are proud of Sinclair dealers. We know that the motoring 
public has been well served by these Sinclair dealers who are always 
ready and willing to look after the travel needs of the motorist in 
town, village, hamlet, community, and on the highway; with friendly, 
courteous, and efficient service. 

Perhaps the very familiarity of most people with service stations 
has built up a sort of take-it-for-granted attitude which may be 
responsible for the prevalent, highly erroneous idea held by many 
that anybody can run a service station. A retail gasoline service 
station operation is a business enterprise which probably calls for 
a wider range of knowledge and skills than any comparable retail 
business. 

Because of the prominence given the recital of certain alleged abuses, 
I would like to clarify the situation as to certain aspects of Sinclair 
policy and practice in its relations with Sinclair dealers. 

(a) Sinclair does not “control” the dealer’s activities. I put that 
“control” in quotes because I am lifting it out of some of the discussion 
that has been had about it. He is an independent merchant and 
makes his own decisions in respect of his day-to-day conduct of his 
business, which includes the establishment of reseale prices and the 
purchase of merchandise for resale. While Sinclair provides counsel, 
advice, and assistance on every aspect of the dealer’s operations, there 
is no coercion or force or pressure put upon him in respect of any 
of these matters. 

(2) Sinclair has a very comprehensive line of fine petroleum prod- 
ucts to meet every need of the motorist. To enable the Sinclair dealer 
to expand his line of merchandise and to improve his service to cus- 
tomers and his own profits, Sinclair also makes available tires, bat- 
teries, and certain other items of merchandise. We sell, for instance, 
to our dealer, Goodyear tires and batteries because we consider them 
the finest value available and because of their fine acceptance. In 
our sales efforts, we endeavor to persuade dealers of the advantages 
of handling a full line of Sinclair products and of related TBA items. 
That is tires, batteries, and accessories. 

We do not. force the dealers to purchase these items, nor do we 
prohibit them from purchasing other or different brands. The best 
evidence of this is that many Sinclair dealers buy and resell mer- 
chandise obtained from other suppliers. I am glad to say, however, 
that most of our dealers who are sold on our merchandising ideas and 
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who accept our advice in respect of many features of their operation 
largely handle the entire Sinclair line with the related TBA items. 

Senator Humpurey. May I just interrupt at that point. 

Mr. Dyer. Yes, sir. 

Senator Humpurey. As you are indicating here, is it possible for 
the Sinclair dealer, lessee of your stations, or independent operator 
to have other tires, other batteries, other than that which you feature 
in your general merchandising program ¢ 

r. Dyer. That is correct, and many of them do. 

Senator Humpnrey. I can understand that your dealers might very 
well want to emphasize the products that you feature because of your 
advertising and because of the service that would come with them 
that makes it a more convenient arrangement. 

But you do not have any restrictions, am I to understand, in your 
relationships with your dealers that require them, in order to have 
your colors, your brand name, to sell your product, to restrict them- 
selves to the purchase of accessories such as batteries, tires, and other 
items to the products which you yourself provide, such as Goodyear, 
as you mentioned here in the tire business ¢ 

{r. Dyer. That is entirely correct. 

Senator Humpnrey. And there is no disciplinary action ever taken 
on a dealer if he wants to go out and bring in another brand ¢ 

Mr. Dyer. That is correct. He is entirely on his own, but we con- 
sider it our business to try to get him to follow our merchandising 
ideas, and we do the best selling job we can. 

If he buys from somebody else, we haven’t done a good selling job. 
That is our feeling about it. 

Senator Humpnrey. Surely. You are trying to get as much busi- 
ness from that dealer as you can for the products that you merchandise. 

Mr. Dyer. Yes. 

Mr. Struts. May I interrupt, Mr. Chairman, just a second? Do 
you run a consumers’ testing laboratory or something to figure out 
that Goodyear is better than Goodrich, Firestone, and United States 
Rubber, for example? 

Mr. Dyer. No, sir. 

Mr. Stutts. On what sort of basis do you make such a decision ? 

Mr. Dyer. Well, we have relied very much on Goodyear to give 
these advices to us. 

Mr. Sruurs. But Goodyear might not be completely unprejudiced 
about whether Goodyear was the best tire or not; isn’t that right / 

Mr. Dyrr. Well, then we can leave it to the consumers. They give 
pretty good verdicts on these matters, and there are more Goodyear 
tires sold than any other tire. 

May I goon, Senator? 

Senator Humenrey. Please do. 

Mr. Dyrr. The advantages to the dealer are obvious because he is 
assured of the finest merchandise and of the related sales assistance, 
and he can get it more conveniently and effectively from one source 
than from more than one. 

(c) Dealers ask for and expect competent advice from our sales 
people as to resale prices and as to the action they should take when 
they are confronted with competitors’ cut prices and other problems. 
The dealer, however, is entively free to take whatever action he con- 
siders best in his own interest. The fact that.most dealers value and 





244 GASOLINE PRICE WAR IN NEW JERSEY 


follow our advices is testimony of their confidence in us, and not, 
as some might suggest, evidence of control. 

(7) Sine ‘Ts air does not employ le: ases and other contracts with short 
terms in order to place the dealer in a position of insecurity and 
thus dominate the relationship. Most of our contracts run for a year. 
Where we have satisfactory relations with the dealer and are con- 
vinced of his responsibility, we have no policy that prohibits the mak- 
ing of contracts for a longer period. In our experience, it is a rarity 
for a dealer to request a long-term contract. Most dealers, I believe, 
prefer not to have these fixed obligations for a long period. When 
it is all said and done, I do not think the term of the contract deter- 
mines the relationship. If the dealer’s relationship with the com- 
pany is satisfactory and he is operating at a profit to himself, he 
knows that he need have no fear about the future. If relationships 
are unsatisfactory, the longer term of the legal obligations will not 
improve the situation. We think it is a most significant fact that 
about one-half of Sinclair’s dealers have been with us for 5 years or 
more, and that, of these, many have been with us 15 years or longer. 

And that fact has a little more strength to it when I say that over 
the past 5 years we have had far and away the biggest development 
in the way of new dealers, so that over that period those dealers 
haven’t had a chance to build a long relationship. 

There is nothing more precious to Sinclair than a good dealer and 
a good dealer relationship. There is nothing that we can reasonably, 
properly, and economically do which we would not do to improve the 
effectiveness of Sinclair dealers and to improve our relations with 
them. I think this is generally true also of our competitors. 

A good dealer who becomes unhappy about his relations with 
Sinclair will find no difficulty, I assure you, in obtaining a dealership 
with another company. In fact, our better dealers are continually 
receiving offers from competitors. Here again, competition, which is 
harsh in some of its extreme manifestations, is a benefit to the dealer, 
because there are so many suppliers competing for his favor and 
services. 

III. COMPETITION 


All of us remember the advertising slogan of some years back: 
“Nature in the raw is seldom mild.” I haven’t heard it for a long 
time, but we used to hear it very frequently. We could substitute 
the word “competition” for “nature” and still have a very true saying. 

Many people who pay lipservice to competition and to our Amer- 
lean way of competitive enterprise sometimes have great qualms when 
they see some of the grim evidence of the struggle. In the very nature 
of things, competition is based on a conflict of interest and objective, 
nd it is out of these checks and balances that the public is protected 
against exploitation and the country is assured of progress, value, 
and reasonable prices. 

None of us likes the bruises and hurts we and others have suffered 
in the recent competition in New Jersey; still I doubt that there are 
very many who would want for this reason to put an end to free 
competition. We enjoy in our country the fruits of a dynamic econ- 
omy in which a free consumer has a free choice of a wide r: ange of good 
products in a free ec ‘onomy with free competition. 
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These are some of the elements which have made our country great 
and which have raised our standard of living to an incomparable 
degree. In my opinion, they will keep our country strong and great. 

Difficult as it is at times, we would not want to give up free competi 
tion. If it were not for our free competitive enterprise and for the 
effectiveness of our antitrust laws, our own company would not have 
come into being and could not have survived. Therefore, in casting 
ibout for remedies, let us be careful that we do not jeopardize the 
vital source of our dynamic economy—namely, the free 

open competition. 

It is not without significance that some time ago a British mission 
which came here to look over what made our economy tick, concluded 
that, first, it was the American businessman’s willingness to recognize 
the need for change and act on it, and, second, the stimulus of our 
antitrust laws. In countries where there are government control, 
government monopoly and cartels, there are no price wars nor othe. 
related discomforts, but, at the same time, there is no freedom of 
opportunity—there are the omnipresent high taxes, high prices, and 
limited opportunity, which are roadblocks to individual freedom and 
better living for men. Either that, or there is the socialization of 
industry, which only distributes poverty. 


market and 


IV. THE JERSEY PRICE WARS 


The coming of World War II and later the hostilities in Korea did 
much to dislocate our normal business life. Conscription, rationing, 
price fixing, and the excess of demand over supply for almost every 
basic commodity, virtually eliminated keen competition for business 
in the marketing of commodities. 

In the oil business, thousands of service stations were closed and 
motorists gained a new concept of the importance and economic value 
of a gallon of gasoline. Government price fixing and rationing were 
all part of a system of war-compelled austerity “which we mi: iy long 
remember for their own inconveniences and inequities. Later, as we 
rapidly emerged from a state of short supply, an enormous increase 
in the supply of petroleum products swiftly brought about the renewal 
of competition on price, on quality, on service, on convenience, and 
onevery other aspect. 

Over the decade of easy marketing, many marketers forgot what real 
competition means and many new marketers came into being who had 
never experienced the wear and tear of the conflicts in the ms arket place. 

When one looks for the factors which have contributed to price wars 
in New Jersey over the past several years, a number of facts emerge. 
including, among others, the following: 

1. New Jersey has been called a corridor State for the reason that 
vehicular traffic from North, South, East, and West traverses this area 
and it has become an enormously concentrated market supported by 
tremendous, transient automobile, truck, and bus traffic, = addition 
to the local business. Furthermore, until very recently, New Jersey 
had a lower gasoline tax than adjacent States, a condition which also 
attracted transient buying. On the heavily traveled highways, some 
dealers have found that the most effective way to attract the possibly 
non-recurring customer is through price. Obviously, the dealer with 
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the lower price has an advantage for whatever period his competition 
permits the advantage. Experience in retail marketing suggests that 
the interval will be brief. Other dealers meet the price. The dealer 
initiating the cut in the first place, perhaps, posts a lower price, which, 
in turn is met, and a full-blown price war is underway. 

2. Newcomers with large resources came into this market and, in 
order to get established quickly, made long-term contracts with large 
local marketers under the terms of which these marketers had certain 
margins of profit which they enjoyed regardless of the price level. 
This simply meant that these particular local marketers were in a 
position to create and maintain low prices and to enjoy undiminished 
profits per unit of sale. 

3. Other marketers, swift to meet the challenge which confronted 
them and their dealers, adopted defensive measures in their own in- 
terest and fashion. In a relatively short period of time, the com- 
bined effect of these activities was to bring about a high degree of mar- 
ket demoralization and the introduction of marketing practices which 
tend to perpetuate unsettled conditions and to bring about cyclical 
recurrences of price war flareups. 

4. In other respects, there is not much to distinguish the interplay 
of competitive prices in New Jersey from that which occurs in other 
parts of the country. Price cutting at retail is not unique or peculiar 
to petroleum retailing. It can be found in the retailing of almost 
every product or service. Further, it is not unusual for retail price 
cutting and so-called price wars to be of greater virulence and of longer 
duration in those markets where there is a high concentration of vol- 
ume of the transient type. 


Vv. SINCLAIR’S COMPETITIVE POLICY 


The competitive situation in New Jersey posed a real problem for 
Sinclair and Sinclair dealers. The retail selling prices of competitive 
gasolines were progressively reduced during the recurring price wars 
and the competitive selling prices at times were so low as to approach 
or actually be less than Sinclair’s selling price to Sinclair dealers for 
Sinclair gasolines. 

The Sinclair dealers were faced with the alternative of meeting the 
selling prices of their principal competitors or of refusing to meet these 
prices. Had they refused to meet the prices, they simply would have 
lost their business, or a substantial part of it. 

The loss of business by Sinclair dealers would, in turn, have seriously 
reduced Sinclair’s business volume and would have seriously impaired 
Sinclair’s competitive position as a marketer in the area. As I have 
previously explained, Sinclair had acquired a number of service sta- 
tions in New Jersey by purchase and lease. 

Sinclair also had invested substantial sums of money in retailing 
equipment installed at dealers’ stations. Failure or refusal on Sin- 
clair’s part to recognize the competitive problem and assist these 
dealers would have resulted in the eventual closing of these stations. 
The dealers would have been forced out of business and Sinclair’s 
customers would have been deprived of their preferred brand. 

Under all the facts and circumstances, our company concluded that 
it must assist its dealers in such amounts and for such periods of time 
and under such conditions as the circumstances seemed to require. 
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These temporary voluntary allowances, given on a nondiscriminatory 
basis, were strictly for the purpose of aiding Sinclair dealers to sur- 
vive and thereby insure the survival of Sinclair Refining Co. as an 
effective marketer in the area. 


VI. CONCLUSIONS 


In all candor, I will have to say that I do not know any single, 
broad answer or solution to price cutting and to price wars in New 
Jersey or elsewhere. I can assure you that Sinclair and Sinclair 
dealers have no liking for the conditions which have persisted for so 
long. Sinclair is prepared and willing to do anything which it may 
legally and in its judgment may properly do to improve the situation. 

Remembering Sinclair’s small share in the New Jersey market and 
the relatively small influence which it may exert in this market, it may 
seem presumptuous for me to suggest possible remedies. For what- 
ever value they may have I would like to offer the following 
observations: 

1. Suppliers should tighten the process of acquiring new outlets 
and should examine carefully the economic status of stations they 
own or lease. 

2. Suppliers should exercise the greatest of care in selecting dealers 
because one of the contributing causes to bad marketing conditions is 
the dealer who does not possess the capacity and experience to be a 
successful merchant in a highly competitive retail sales and service 
operation. 

3. Suppliers would be well advised to give their representatives in 
the field who have any contact with dealers special selection to assure 
that they have the temperamental and personal qualifications for this 
exacting work and then to give them intensive experience and training 
in all phases of retailing so that their work with retailers will be con- 
structive and really helpful. It would also be useful to step up direct 
educational work with dealers. In planning and carrying out pro- 
grams of this sort, the advices we obtain from the successful dealers 
who make up our Sinclair dealer councils have proven invaluable to 
Sinclair. 

The foregoing list is in broad generalities and is not complete, but 
it does touch upon some fundamentals which will have to be dealt 
with by the individual companies if marketing conditions in New 
Jersey are to emerge from their present low state. I believe that 
marketers generally are sick and tired of the conditions which have 
prevailed and that the time is ripe for a very substantial improve- 
ment. In fact, surveys which we have made recently show that there 
has been an improvement in conditions in many parts of the territory. 
This is not to say that we will ever have a perfect condition or even 
one which will please everyone. 

I think I may say that the inquiry undertaken by your committee, 
Senator, has had the effect of focusing the attention of responsible 
management upon the situation in New Jer sey and my own impression 
after a personal inspection is that perceptible progress is being made 
toward a better state of affairs. 

Now, that, Senator, is what I prepared, and it was prepared in rather 
broad generalities, because I felt that if I could make any contribution 
to this hearing, it would be to get away from some of the recrimina- 
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tions which I think in the heat of the battle have been made here, and 
see if we cannot simmer down and find some sensible solution to the 
problem. 

We are greatly disturbed about it. It has cost us a lot of money 
and it has cost our dealers a lot of money, and it is a condition that I 
hold no brief for and will have no part in its perpetuation, I assure 
you. 

Senator Husruiurey. Mr. Dyer, we thank you for your statement. 

As I indicated, we are grateful that you have taken time out from 
your important position to come down here to this subcommittee with 
your prepared statement, 

There are just a few questions that I wanted to ask. 

Mr. Dyer, we do not need to go into these matters as to the number 
of stations, and so forth, that your company serves, because you have 
given us that documentation—but do you recall—or let me put it to 
your more directly: 

Were you one of the companies that cut price in order to cut into 
a market ? 

Mr. Dyer. No. 

Senator Hcumpnrey. You followed, in other words? 

Mr. Dyer. We have followed. 

Senator Humpnurey. You have had to cut price in order to meet 
competition ¢ 

Mr. Dyer. Precisely. 

Senator Humpnrey. You did not cut price in order to delve in and 
to carve out a larger share of the market ? 

Mr. Dyer. That is true, Senator. And I might point it up by say- 
ing that, in order to protect ourselves in a practical business way from 
having possibly trigger-happy people in the field do anything that 
they should not do along that line, we require, before we make any 
change whatsoever in our price, that we get documentation with com- 
petent legal evidence of the conditions that exist, and have them looked 
over by our legal people before we authorize any of these changes, and 
in no instance have we led any of this demoralization, and we have 
reluctantly followed it, for the reasons that 1 have set out in more 
detail in my paper. 

Senator Humenrey. I hope you did not feel that by my question I 
thought you had, I just wanted to clear the record so that you could 
get your aflirmative statement in. 

Mr. Dyer. I am very happy to make that point clear. 

Senator Humpnrey. I have marked down a few points here. We 
do recognize that the strategic territorial or geographical location of 
New Jersey as a corridor State and its lower State gas tax did invite 
more purchasers into that area, particularly on the border of the State. 
I think your explanation in item 1 is surely relevant, and I think it has 
been well documented in other testimony. 

But on item 2, you said : 

Newcomers with large resources came into this market and, in order to get 
established quickly, made long-term contracts with large local marketers under 
the terms of which these marketers had certain margins of profit which they 
enjoyed regardless of the price level. 

Just a question or two about that statement. 

Were these margins of profit what precipitated a drop in the tank- 
wagon price and precipitated price wars ? 
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Mr. Dyer. I will have to give you the best of my knowledge and 
pelief on what the precise terms of these contracts were, Senator. But 
as I understand the situation, these contracts were made with concerns 
which were in a position to sell at retail, directly at retail. They sold 
it retail under an arrangement where they had price protection that 
went down as the price went down, so that these marketers were met 
by other competitors, and they in turn met the ones who met them in 
that awful procession that you get into in these price wars, they could 
zo down the line and suffer no loss, whatsoever. And I consider that, 
having gone down through the State there and having had our people 
point out these locations, the strategic locations on the effect of the 
prices, I felt that that was the basic start of this problem. 

A dealer who is in that position and who feels no pain and is pro- 
tected over a period of time, just perpetuates a rotten condition. And 
there isn’t anything any body else can do about it. 

Senator Humpurey. He has an assurance of margin, no matter what 
the price is ? 

Mr. Dyer. That is correct. 

Senator Humpurey. And, therefore, there is no desire to have a 
nore orderly market, because the margin of profit remains constant ¢ 

Mr. Dyer. As a matter of fact, he 1s probably better off in his total 
earnings if the price is down. 

Senator Humpnrey. You say there are newcomers who came into 
that market. That is understandable in a competitive industry. 
Would you care to identify those, Mr. Dyer? 

Mr. Dyer. Well, I can do that best by telling you the names of the 
products that were sold in these particular stations that I saw in the 
survey that I personally made. 

The Best Stores, Calso, Merit, and Saveway, those are the four— 

Senator Humpnrey. Saveway 4 

Mr. Dyer. S-a-v-e-w-a-y. They are very attractive stations, nicely 
located, with very low prices, much lower than any of our dealers. 

Senator Humrurey. Of those that you mentioned there is only one 
that you would really call a national brand ? 

Mr. Dyer. That is correct. However, I have been told—and since 
this is undocumented, hearsay, I hesitate to throw it in—but I under- 
stood that that company also supplied some of these other concerns. 

Senator Humpnrey. Some of the others that you mentioned / 

Mr. Dyer. Yes. 

Senator Humpurey. That is only a matter of allegation, hearsay, 
being told? 

Mr. Dyer. That is what the man told me. 

Senator Humrnrey. You say “made long-term contracts.” Your 
contracts are for 1 year? 

Mr. Dyer. Yes. 

Senator Humpnrey. Which seems to be the prevailing practice in a 
majority of instances; as far as you are concerned, is that correct ? 

Mr. Dyer. Yes, sir. 

Senator Humpurey. And Mr. Scholl of Esso testified to the same, 
namely, that a 1-year contract is what they generally have. What 
do you mean by long-term contracts? 

Mr. Dyer. I was told that these contracts r: un for 5 years at the time 
they were made, they were made back in the incipient days of this price 
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struggle, which goes back several years. This is something which has 
been developing over a long period of time. 
Senator Humpnrey. On item 3 you say: 


Other markets, swift to meet the challenge which confronted them and their 
dealers, adopted defensive measures in their own interest and fashion. 

Are you referring to the practices which have come into being now of 
adjustments on tankwagon price, as has been testified to here? 

Mr . Dyer. Yes. 

Senator Humpnrry. Are you familiar with any other arrangements 
that may have been designed or entered into? 

Mr. Dyer. I am not specifically familiar with them. I think they 
all take the form of producing for the dealer a lower price. In one 
case it is a lower tankwagon price, in another case it is a so-called 
voluntary allowance under the currently prevailing or posted price. 
But it all has the effect of producing a lower price for the dealer. 

Senator Humpurey. What is the defensive measure of your com- 
pany ¢ 

Mr. Dyer. Well, what we have done through this period of time 
when we were forced to resort to these measures to protect our dealers, 
has been, in most instances, to give these temporary voluntary allow- 
ances. They have ranged from ‘half a cent a gallon, at the worst of this 
mess over there, up to 3349 cents a gallon. 

Senator Humpurey. Y ou said a a nondiscriminatory allowance sched- 
ule over the whole State? 

Mr. Dyer. That is correct. 

Senator Humrnrry. Is that in the form of a reduced tankwagon 
price? 

Mr. Dyer. Well, not always in the form of a reduced tankwagon 
price. But the effect of it is that the net billing to the dealer would 
be at lower than the tankwagon price. 

Senator Humpnrey. What is your tankwagon price now in New 
Jersey ? 

Mr. Dyer. It is 15 cents, with a half cent voluntary allowance. In 
other words, it nets out to the dealer 1414 cents. 

Senator Humrurey. So, that is the same tankwagon price that Mr. 
Scholl testified to for Esso? 

Mr. Dyer. Yes. 

Senator Humpnrey. Your statement would show 15 cents, and then 
a half-cent allowance? 

Mr. Dyer. That is right. 


Senator Humpnerry. “So you maintain for the purpose of your rec- 
ords the standard price of 15 cents, and then the half-cent allowance? 

Mr. Dyer. That is correct. 

‘ Sen: oe Humrnrey. Do you consider 15 cents a fair price in New 
ersey 

Mr. Dyer. No: I donot. I think that the price is too low by at least 
a cent and a half; that is my opinion. 

Senator Humpnrey. Do you have any information at hand, Mr. 
Dyer, as to what your tankwagon price would be in the neighboring 
States, the immediately adjacent States? 

Mr. Dyer. Well, I think the price would be just about, if we added a 
cent and a half to a 15-cent price—I am afraid I would want to check 
that, Senator, rather than take it out of my head. The price in ad- 
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joining States is less, in my opinion, than it should be by a half a cent 
a gallon. 

Senator Humpurey. Because of the situation that exists in New 
York? 

Mr. Dyer. Well, I think it reflects the whole competitive situation 
along the eastern seaboard. 

Senator Humpnrey. Your operation, of course, covers most of the 
country, doesn’t it, Mr. Dyer? 

Mr. Dyer. Not west of the Rockies. 

Senator Humpurey. Not west of the Rockies? 

Mr. Dyer. We are east of the Rockies. 

Senator Humpnrey. I know we have Sinclair out our way—ve 
fine stations. 

Mr. Dyer. Thank you. 

Senator Humenrey. I believe Mr. Jehle has a question he wants to 
ask; and then we will come back. Mr. Dyer, would it inconvenience 
you to come back at 2? 

Mr. Dryer. No; I will he happy to come back. 

Senator Humpurey. I don’t know what your travel plans are. 

Mr. Dyer. I had planned to get off this afternoon, but I will be glad 
to come back. 

Senator Humrnrey. We will hurry it up this afternoon. 

I think, then, we will recess until 2 o’clock, when we will continue 
with Mr. Dyer. 

(Whereupon, at 1:10 p. m., the subcommittee recessed, to resume at 
2 p.m., the same day. ) 


AFTERNOON SESSION 


Senator Humpurery. Mr. Dyer, you had completed your statement 
and we were in the process of some questioning. I believe Mr. Jehle 
was asking a question at the time. 

I would just like to ask this question on my part, Mr. Dyer. You 
heard the comment of Mr. Scholl earlier about some of the proposed 
remedies which had been either recited in legislatures, before this com- 
mittee, or in the press. What do you think of this idea of divorcement 
of the dealers from the manufacturers or the refiners ? 


STATEMENT OF JAMES E. DYER—Resumed 


Mr. Dyer. Senator, that is not a new suggestion. I recall having 
attended inquiries on that subject back in the thirties. It has been put 
forward many times by well-meaning people who thought that it 
merely would be the answer. 

My own opinion is that it would not be the answer. I don’t think 
that it would be in the general interest, and I don’t think it would be 
in the interest of the consumer, and I really dont’ think it is in the 
interest of the dealer. Now, that, just briefly, is my viewpoint on it. 

Senator Humenrey. I notice that out of the total number of sta- 
tions that you have in New Jersey, 524, only 43 were owned outright 
by Sinclair. 

Mr. Dyer. Yes. 

Senator Humpnrey. That you had 233 that were leased, and 248 
outlets direct supplier-dealer relationship, which you might say is a 
divorcement relationship, so to speak. 
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Mr. Dyer. Well, the dealer is an independent buyer, quite on his 
own, and he buys from us at our posted price, and he handles himself 
from there on out. That is the situation in respect of those dealers 
where we have no lessor-lessee relationship. 

Senator Humpurey. That is correct. So, in fact, you do practice 
at the present time for almost 50 percent of your dealers a relationship 
which you might we a divorcement process. 

Mr. Dyrer. Well, I am afraid, Senator, that I don’t have in mind the 
same definition of this divorcement proposal that you have just sug- 
gested here, because, as I have understood the proposal for divorce- 
ment, it was that there were manifold evils behind the refinery and the 
pipelines and the production and what not that tended to affect the 
marketing end of the business, and that, if you could just take this 
patient and cut him off at the head here and put the marketing out on 
its own, you would then solve some of these difficulties. That is my 
idea of divorcement. 

I didn’t have it so much in mind as where you had just an open dealer 
ve a vendee relationship. 

Senator Humpnrey. I think, at least from my point of view, a 
more accurate description of the divorcement procedure would be 
where the manufacturer in this instance does the manufacturing and 
refining and the individual makes his purchases as he sees fit, as an 
independent oil-station operator, which condition you do have here 
in 248 instances out of 524. 

Mr. Dyer. Yes. 

Senator Humpurey. You have under the lease arrangements where 
the properties are owned by your company, 233. 

Mr. Dyer. Yes. 

Senator Humpurey. And you lease, of course, only then to opera- 
tors that are going to buy from your company; isn’t that correct 

Mr. Dyer. That’s correct. 

Senator Humpnurey. In that instance it would be divorcement, but 
about 50 percent of your outlets at the present time are on w hat you 
would call a direct, independent relationship between the supplier and 
the distributor or the retailer ? 

Mr. Dyer. Yes. Senator, I don’t know that this will clarify it or 
be any contribution, but one of the supports for the idea of divorce- 
ment that has been frequently heard (I think it was adverted to in 
the hearings that you have already held) is that concerns that were 
engaged in their overall corporate operation in the business of pro- 
ducing crude oil, for instance, subsidized, as it has been said, the 
operations in the marketing department of the company. 

Senator Humpnrey. Yes. 

Mr. Dyer. I can just give you our own contribution to the fallacy 
of that idea, because this company of which I am the president, is a 
marketing, distributing, and refining company. We produce no crude 
oil at all. 

Senator Humpnrey. Yes. 

Mr. Dyer. As a matter of fact, in our overall Sinclair operation, 
we produce in the total parent company and its affiliates only 30 
percent of our requirements of crude oil; so, we have no base there 
on which to predicate any bottom under our operations in the market- 
ing department. 





GASOLINE PRICE WAR IN NEW JERSEY 253 


Our own company, Sinclair Refining Co., buys this crude oil 
the posted field prices for crude oil wherever it is obtained, whethe: 
it is produced by some Sinclair affiliate or purchased from other 
producers. 

We pay the tariff rates on transportation by pipeline and by othe: 
methods of transportation, and we are left, after we get this raw 
material in our hands, on the business of taking that material, fabri 
cating it into finished products, marketing it to the public, and we do 
that and we make a profit in every operation that we have. 

So, I think, as far as Sinclair is concerned, I am not suggesting 
that that necessarily would obtain with other companies, but, as far 
as we are concerned, that support for the idea of divorcement, I do 
not think it is tenable. 

Senator Humpnurey. I think that would be what you might call 
breaking down a verticle operation, separating all processes into their 
respective compartments or categories 

Mr. Dyer. May I address myself to that, Senator, if you would 
like for me to get into it? 

Senator Humpurey. Yes; indeed. 

Mr. Dyer. One of the reasons why we have abundant supplies of 
petroleum products at low cost for the public of our country is the 
fact. that this whole operation operates on a sort of flow. It is unique 
in all of industry. You produce this oil in faraway places, remote 
places, and you get it in a flow in pipelines, and you flow it through 
refineries and you flow it then to product pipelines and barges and 
whatnot. And the flow of this operation, from the point of produ 
tion on through to the consumer, has produced economies that I know 
are very, very outstanding. ‘They are really very outstanding. And 
I think that the public must be the beneficiary of that. 

I have seen very little evidence along the line that it produces any 
dislocations on those concerns that are engaged in the various levels 
of the business. And I think it would be a very sad situation for 
the consumer if this divorcement were to take place. 

If I may avert 

Senator Humpurey. That degree of divorcement? 

Mr. Dyer. Yes. I do not want to be facetious, Senator, but I sat 
through a hearing some years ago out in Pennsylvania, a very inter- 
esting series of hearings, where every segment of this industry came 
before a commission that was appointed by the governor of Pennsy]- 

vania and was presided over by Judge Smith, who has been dead 
some years, a very brilliant man. He took every segment of this 
industry, the dealers, the jobbers, the refiners, and the producers, 
and listened to their troubles. And the problem at every level of 
the industry was that the producer thought he should have more 
money for his crude oil and the refiner thought he should have a 
higher markup for his products, and the jobber thought he ought 
to have a longer margin, and the dealer thought he should have a 
margin. And I must say that they made a very creditable presenta- 
tion. 

The judge who presided over this, Judge Smith, at the conclusion 
of the hearings out in Franklin, Pa., got up and summed them up, I 
thought very beautifully in a few words. He said: “I have listened 
to the producers; I have listened to the refiners; I have listened to 
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the marketers; and I have listened to the dealers. And,” he said, 
“the only eee that I have at the end of this hearing is, who is 
going to pay for all this?” 

Well, of course, the consumer is going to pay for it, and if we 
compartmentalize all of these operations in an industry that has 
done so remarkably well in the cutting down of costs, I think the 
price that would be paid would be quite a substantial price. 

Senator Humrurey. Now, granting that point, for which I am 
sure you made a good case and can make an outstanding case, the 
divorcement from the marketer, like yourself, like Sinclair, to the 
station, is a matter which has been given some consideration. It has 
been discussed at every level. That would not be severing the body 
from the neck. It might be clipping toenails, so to speak. But what 
would be your views on that? Now, for example—— 

Mr. Dyer. Senator, I think I see the point that you have in mind. 
I am not for the divorcement, but as to the idea of any interference 
with the dealer in his field, I think Mr. Scholl made the suggestion 
at one point in his testimony here that, if this industry in New 
Jersey had the guts and the courage to put the price where they 
thought it belonged, individual companies, mind you, and no collu- 
sion about it, and then left it up to the dealers to handle this operation 
from there on out, we would soon have an end to this business. 

But when we have some condition coming into this picture that 
fixes a competitive situation which requires us, in order to survive in 
business, to go down here and make these under-the-market temporary 
voluntary allowances that I explained to you this morning, we just 
perpetuate these bad conditions, and there is not any question about 
it. 

Over a period of time, everybody’s practices get out of focus. You 
cannot keep track of a mess like this. And I think that, when you 
talk about “divorcement”—and I do not know that that is a very 
happy word—but, if we could put these products that we have to sell 
in the hands of dealers, who I hope would become better dealers by 
better selection and better training and all that sort of thing, and let 
them run their business at that level, we would have a happier situa- 
tion, and I think it would be a very good contribution to improvement 
of this awful mess over in New Jersey. 

Senator Humpnrey. Mr. Flynn, do you have a question you want 
to ask? 

Mr. Fiynn. I have a couple of questions, Senator. 

Mr. Dyer, you mentioned here on page 10 as one of the sugges- 
tions that perhaps the suppliers ould tighten .the process of acquir- 
ing new outlets, examine more carefully the economic status. If 
our information is correct, it appears that within the last 4 years 
Sinclair has roughly doubled the number of lessee-dealer outlets 
that it has in the State of New Jersey. Is that true; are our facts 
approximately correct on that? 

Mr. Dyer. You say doubled the number of lessee dealers? 

Mr. Frynn. Lessee-dealer outlets in the State. You said here you 
have 276; and I think you had 142 in January 1952. 

Mr. Dyer. That was on the reply to your question now? 

Mr. Friynn. Yes. 

Mr. Dyer. I don’t have the facts, but, if that is what it is, that is 
the situation. 
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Mr. Fiynn. I wondered, in view of your suggestion that the process 
of acquiring new outlets be tightened, how increasing the number 
of your own outlets during the price war would fit in with that. 

Mr. Dyer. Well, I don’t take any pride in the particular situation 
as we have done it over in New Jersey. I would like to make it clear, 
Senator, I don’t want to appear here as somebody who is very sacro- 
sanct with a hypocritical attitude that we do not make any mistakes. 
We are not infallible at all. I made a survey for 2 days, I went 
around and looked at the outlets that we had, these provocative price 
outlets, and that is what caused me to make this suggestion. We are 
certainly going to do it and we are doing it in our company, we are 
doing the sorting much finer than we ever did it before. You can 
see the contribution that you make to confusion if you take an outlet 
that doesn’t have, under reasonably good operating conditions, the 
likelihood of survival on a profitable basis and put it into being, and 
then get some dealer to come in there and operate. And time takes 
its toll, particularly under these difficult situations in New Jersey, 
and you have another failure, you have bitterness, you have turnover, 
you have a condition that we don’t like and don’t want. 

That is the reason why these suggestions which 1 made for improve- 
inent may seem to be just a little bit on the theatrical side. But, 
that is where it is going to come; we are going to do a better job of 
managing this business from the standpoint of the suppliers. 

Senator Humpurey. Would you be willing as a lessor to sell a 
station to the lessee? 

Mr. Dyer. Oh, yes; we do that. 

Senator Humpurey. You do that? 

Mr. Dyer. Yes; we have done it—not in a great many cases, of 
course. 

Senator Humpnrey. If one of your outlets, one of your dealers 
under a lease arrangement, got himself in a position where he felt he 
had the capital to purchase a station, is there anything in your com- 
pany’s policy that would deny that man the opportunity of doing 
that ¢ 

Mr. Dyer. Not at all. 

Senator Humrurey. You have done that; have you? 

Mr. Dyer. Yes. 

Senator Humeurey. Mr. Jehle? 

Mr. Jeune. Earlier in your testimony you referred to the fact that 
less than 3 percent of the gasoline market in New Jersey is accounted 
for by your company’s direct distribution ? 

Mr. Dyer. That is correct. 

Mr. Jeune. Does your company have any branded distributors in 
the State of New Jersey ? 

Mr. Dyer. Yes; we do. 

Mr. Jenie. Approximately what percentage of your sales of gaso- 
Jine in New Jersey is accounted for by sales to the branded distributors? 

Mr. Dyer. Well, it is very small. I don’t have the figures. I would 
be glad to give you those figures. But this will give you the story. 
We have two distributors. One is over near Flemington in Hunter- 
don County, and he has been with us many, many years. His business 
is largely with the farmers over in that county. That is quite an 
agricultural territory. He has only 1 service station, which he himself 
runs, and over a period of 10 months it marketed only 6,000 gallons, 
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So you can see it isn’t any factor at all. And he doesn’t cut prices. 

We have another distributor in Elizabeth—I think the headquar- 
ters is in Elizabeth, N. J. We have had that account since 1929. I 
believe that he supplies six dealers. His operation, as far as I could 
learn on the ground inquiry, was quite orthodox. In other words, he 
sold at what was the competitive market price to dealers at that level 
of the market, and they were just about competitive, his dealers were 
about competitive with the market in their own area. 

I will say that the volume in total of both of these distributors 
wouldn’t be more than 200,000 gallons a month. Iam making a guess 
at that. 

Mr. Jeuie. Are some of your company dealers in that same market 
area around Elizabeth ? 

Mr. Dyer. That’s correct. 

Mr. Jeune. Are your dealers, under such a contractual relation- 
ship with your company, permitted to do business with this distrib- 
utor of yours, your branded distributor ? 

Mr. Dyer. Well, they are under no disability. I don’t know just 
how to answer that. 

Mr. Jente. May your lessee dealers, sir, take on gasoline from 
another suppher ¢ 

Mr. Dyrr. Would you give that to me again, Mr. Jehle? 

Mr. Jruix. Yes. May your lessee dealers, sir, under their lease 
and supply contracts with your company, do business with another 
supplier, a competitor of yours ? 

Mr. Dyer. Well, here is the situation with our lessee dealers. 
Where we have a lease, say we are leasing the station to you, you 
come along and say that you are interested in the location and would 
like to take it on under lease, if you told us that you were going to 
handle Standard of New Jersey gasoline, we certainly wouldn’t lease 
it to you, just for reasons that I think are so primitive I don’t need 
to go into it. 

We would make an arrangement with you for a lease on this prop- 
erty, and we would enter into a sales contract with you. All of our 
dealers have the same kind of a sales contract. And, the terms of 
that sales contract provide for the sale of our products. There is 
nothing in there that is of an exclusive dealing character, whatsoever. 
There is no prohibition against his handling anything else, but we 
expect the dealer, of course, to carry out his obligation to us under 
his contracts. 

Mr. Opvom. Under that sales agreement which you have with your 
lessee dealers, does it have a provision in there with reference to 
sancellation ¢ 

Mr. Dyer. I think it does. 

Mr. Opom. What is that provision ? 

Mr. Dyer. I am reminded now, I think, that we have contributed 
to some confusion here, if I may suggest it to you. You asked us to 
send you certain contraets—— 

Mr. Opom. Yes, sir. 

Mr. Dyer (continuing). And we sent the contracts in to you, and 
we sent in a sales contract where, I believe, it said that we had a can- 
cellation clause at the end of 6 months, or that it covered a term of 
6 months, something like that. 
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I find out from my own people here—they told me this morning 
that we sent you the wrong form; that particular contract that had, 

| believe, a 6 months’ cancellation clause—— 

Mr. Ovom. The form that you supplied us, at our request, Mr. 
Dyer, provided that the dealer agree that the seller shall also have 
the right to terminate and cancel this agreement. This is with refer- 
ence to the sales agreement and not the lease, but the sales agreement. 
The dealer agrees that the seller shall also have the right to terminate 
and cancel this agreement at any time upon 30 days’ written notice 
by seller to dealer. Apparently, from that provision, then, your com- 
pany, upon written notice, could cancel this sales agreement and 
thereby prevent furnishing them with any gasoline upon 30 days’ 
notice. 

Is that the procedure under which you presently operate ? 

Mr. Dyer. No, that is not the procedure, and I will correct this 
information to you by letter, so that the record will be straight.* 

That particular sales contract is not used where we have a lease. 
Where we have a lease, we make the contract for the period of the 
lease. 

Mr. Ovom. I see. This is 

Mr. Dyer. And these contracts, I might say, both our leases and 
our sales contracts, are made on a basis, as I recall, of 1 year, and 
year-to-year thereafter unless terminated at the end of any years on 
30 days’ notice, so that that particular thing, I am awfully sorry we 
confused you on that thing, but somehow, some way, we took this 
arrangement, which was just on a straight dealer operation or sale 
to a consumer, and put it in this list of exhibits that were sent on to 
vou, and I am sorry that it caused that confusion. 

Senator Humenrey. Mr. Dyer, you have distributors, as you have 
indicated here in your testimony. You heard the previous witness, 
also, tell us that in the instance of Esso there was a company by the 
name of American Petroleum ? 

Mr. Dyer. Yes, I listened to it. 

Senator Humpnrey. You have a similar arrangement, I gather, 
for Sinclair? 

Mr. Dyer. Well, I don’t know how it is, because it never clearly 
emerged to me what that particular situation is. But we have these 
two distributors’ situations that I explained here. 

Senator Humepnrey. The other situation, as I gathered, was where 
vou had a wholesaler who was supplied by the refiner, and the whole- 
saler, in turn, sold to retail outlets ? 

Mr. Dyer. That’s correct. 

Senator Humpnurey. The situation which had been discussed earlier 
today led us to believe, from the testimony that we had received in 
our hearings in New Jersey, that the Esso Co. had a station leased toa 
dealer selling Esso gasoline, and across the street could be another 
Esso station, but the operator of that station, was buying from the 
wholesaler, in this instance the American Petroleum Co. 

Mr. Dyer. Yes. 

Senator Humpney. There was a difference in price on the pump, 
the posted price, between two stations, both selling the same product. 


* Information retained in committee files. 
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Have you run into any situations like that relating to your com- 
pany and any of its distributors ? 

Mr. Dyer. No. We have had problems of that sort. And I might 
say, Senator, that we have a name for that particular kind of situation 
in our own company. We call it dual distribution, that is, where you 
are in there on your own, and then you have another independent 
businessman who is in there, you might say, as a competitor of yours. 

Senator Humpnrey. That is correct. 

Mr. Dyer. It is a very untenable situation, and, as a matter of 
0licy, we keep away from dual distribution—as a matter of policy, 
{ say. 

This one we have over there in Elizabeth, we have had since 1929. 
I think that goes along about with the age of the arrangement that 
Mr. Scholl talked about. 

We have never—and I have been on the ground there and made in- 
quiries about it, because I realize it is a sensitive thing—we have 
never encountered any situation where there was any conflict be- 
tween the dealers of the distributor and our own dealer. And I am 
not aware of any that has ever occurred. 

But in the very nature of things, you can see that, unless there is 
a great compatibility all along the line, it is a condition which is 
fraught with some mischief, because, if the customer of your dis- 
tributor elects to make prices which are not in line with your own 

rices, there isn’t anything that the supplier can do about it—that is, 
pele, so my lawyers tell me. 

Senator Humpurey. Except that you could make a voluntary 
allowance, which would permit your dealer, who is on lease, to 
compete. 

Mr. Dyer. You see, it is just one mischief after another. 

Senator Humeurey. I grant you that; but that would be about the 
only remedy that you could have. 

Mr. Dyer. To get back to first principles, the thing to do is not to 
have the dual distribution, in the first place. I have no doubt that 
Bob Scholl would have felt much happier if they didn’t have it, to 
begin with. We felt that way, in some cases, ourselves. But we have 
kept away from it as a matter of policy, and I don’t recall any diffi- 
culties that we ourselves have had. 

Senator Humpurey. You could lower the tankwagon price to your 
leased stations. 

Mr. Dyer. Well, wouldn’t you just be chasing the devil around the 
tree, Senator? You reduce it here and then you reduce it there. That 
is what the trouble in New Jersey is; the cat has been chasing his 
tail. 

Senator Humpnrey. I thoroughly concur with that, but that devil 
seems to be loose. I appreciate your recognition of the difficulty of 
this problem and I want to say that just because it is difficult does 
not necessarily mean that it won’t happen. Apparently it has hap- 
pened, and I just wondered, if it did happen in the case relating 
to this rather long-established distributor of yours, what, if any- 
thing, your company would feel motivated to do about it. 

Mr. Dyer. Well, I think that it is such an untenable thing. We 
couldn’t have the dealer of our distributor competing on lower prices 
against the dealer that we supply directly, and as rapidly as we 
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could we would terminate the arrangement. That is the only alterna- 
tive. 

Senator Humpurey. If that sort of condition persisted, you would 
have to terminate some arrangement ? 

Mr. Dyer. We certainly would. And we have had to do that, as 
a matter of fact, Senator. We have just had to turn our business 
over completely to a distributor, and in some cases we have bought 
out the distributor just to get out of a situation that is completely, 
I would say, inexcusable. 

Senator Humrnurey. It would be about the only way that you could 
really give any protection to your leased dealers, I mean, to your 
dealers that are operating on lease; would it not ? 

Mr. Dyer. Yes; that is correct. There would be nothing else for 
ustodo. Itis part of the competitive pattern, as I see it. 

Senator Humpurey. Now, you mentioned, Mr. Dyer, something 
about the Goodyear Rubber Co., and the Goodyear Tire Co. 

Mr. Dyer. Yes, sir. 

Senator Humpurey. I will concur with you, sir, that they are good 
tires. 

Mr. Dyer. Thank you. 

Senator Humrurey. There are lots of good tires, and this is a good 
one. 

How do you handle that situation? First of all, I want to make 
my position clear. I could well understand how a station operator 
might want to concentrate his attention on the Goodyear product, 
particularly if he is buying your gasoline and your petroleum prod- 
ucts. You have a sales service; you have advertising; you have ways 


of having available inventories of supplies. There are many thin; 
that are beneficial to this, which you defined much better in your 
statement than I have been able to paraphrase. 
But, just how does this work? Do you ship those tires direct from 
a a Sinclair warehouse, or are those tires just billed through you and 
hipped by Goodyear. And if so, what is the percentage arrang 


ra 


ment in this? 

Mr. Dyer. Well, it is strictly a buyer-reseller arrangement. We 
buy the tires from Goodyear. Where Goodyear—and Goodyear has 
representation on a rather wide basis over the country—where Good- 
year has one of its warehouses, and whatnot, we get our deliveries out 
of the Goodyear establishment. Where they do not have it, we estab- 
lish a distributor arrangement ourselves, usually getting one of our 
larger dealers or vetting one of our marketers to act as the distrib- 
utor, that is, to perform the service of deliveries, and so forth. 

We buy these tires; we sell them to our dealers under credit arrange- 
ments, where the dealer can qualify for credit arrangements, and some- 
times under the competitive practices in the tire business—those are 
rather long terms, 30, 60, and 90 days, in some cases. 

We give » the dealer a very comprehensive plan for this tire and bat- 
tery 1 reselling operation. With our credit cards—we have a system of 
credit cards that we supply to individual customers who patronize 
these dealers if they can qualify for that credit—the dealer is enabled 
to sell these tires and batteries and get the credit on our credit card. 

Now, what we make is the difference between the price that we pay 
Goody ear and the price that we charge these dealers. 
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Senator Humpnrey. Actually, you are acting as a wholesaler for 
(;oodyear in this instance ¢ 

Mr. Dyer. Well, 1 would say as a jobber or a wholesaler. 

Senator Humeurey. Or a jobber? 

Mr. Dyer. Yes; that is right. 

Senator Humpnrey. But you do not maintain, as normally a jobber 
would, a standing inventory ? 

Mr. Dyer. Well, we do not do that in our own warehouses. We do 
not handle these tires and batteries in our own warehouses. 

As I say, where Goodyear has their own establishment, we get the 
supplies out of the Goodyear facilities, and where they do not have it, 
we establish it with either one of our marketers or one of our dealers. 

Senator Humpurey. Now, why would it not be just as well to have 

Goodyear instruct its ‘salesmen to call on your operators, or station 
operators, and do business directly with them ? 

Mr. Dyer. W ell, we have considered that situation, too. We like 
to have these relations with our dealers direct. I understand that 
there are arrangements that are possible where an oil company can do 
business with a tire company and sell to its dealers on a commission 
basis. I forget the technical term for it. But we have always felt 
that, where we are dealing with our own dealer, with our own prod- 
ucts, we would rather deal directly with him on anything else that we 
had any interest in, that is, tires and batteries. 

Senator Humpurey. Would your dealers get as good a wholesale 
price from you as they would if they dealt directly with Goodyear ? 

Mr. Dyer. Yes. 

Senator Humpnrey, In other words, your wholesale price to your 
dealer for Goodyear tires and tubes is the same as Goodyear’s whole- 

sale price to any other dealer or any other outlet? 

Mr. Dyer. That is correct. 

Senator Humpnrey. So, there is no loss to your dealer ? 

Mr. Dyer. That iscorrect. We feel that there isa very definite yain 
to the dealer. 

Senator Humrurey. I mean, no economic loss on the purchase of a 
particular tire. 

Mr. Dyer. Oh, no, there is absolutely no disadvantage there, and 
there is the additional advantage that he is doing business with one 
concern with whom, we hope, in ‘most cases we have cordial and pleas- 
ant relations. He is receiving what we call a kind of package mer- 
chandising arrangement, where he can look to one source. This mat- 
ter of tires and getting the stocks of tires and batteries is a very com- 
plicated thing, as you can well understand, and if you have 2 or 3 
suppliers of tires and batteries, I think you would just be in a pretty 
hopeless confusion at the average dealer service station. 

So there is a very palpable advantage, as I see it, in the dealer get- 
ting all of his supplies from our company. That is our story, and that 
is what we try to sell to the dealers. 

Senator Humrurey. Let us assume that you have a dealer at Eliza- 
beth, N. J., that you just talked about, or Trenton, N. J., to take 
another town for a change, and he has your colors, your sign, “Sin- 
clair products,” and he is under a lease arrangement with you, and of 
course, in your package program the petroleum products and Good- 
year tires and tubes and whatever battery that you may specialize in, 
and that this dealer decided that he, perhaps should be carrying some 
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Dunlop cord tires. Would you deny that dealer your products if he 
wanted to supplement his lines or his supplies with another tire? 

Mr. Dyer. No. sir. We would feel that we were completely delin 
quent if we did not point out to him the obvious advantages of doing 
business with us on the tires that we had. 

[ will tell you how we got into this business, Senator; and it may 
clarify a little bit of this TBA situation. There was a long period 
of time when most of our dealers did not handle tires and batteries, 
and the dealers of some of the other companies who marketed the tires 
directly appeared to us to have a competitive advantage over our own 
dealers. 

Now, as this business has become more competitive, we have realized 
that our dealers had to have something to spread out their merchan- 
dising base and to get in more revenue for the station. And we finally 
concluded, after some long deliberation and with quite a lack of una- 
nimity in our own organization, that we ought to go into the business 
of buying and selling tires ourselves. And we did it for the purpose 
of getting the dealer in a position where he would have this broader 
revenue base, 

When we went into it, it was rather a problem for us. But, as 
time has gone on and we have gotten more of our dealers interested 
in this thing, it has become an interesting thing irom a profit stand- 
point, and we feel quite pleased about our TBA setup. But we do 
not cut off any sales of Sinclair gasoline or other products to a man 
who, let us say, wants to have Firestone tires in his shop or to feature 
Firestone tires. 

We have many dealers doing that. But we feel that the dealers who 
are doing that are people on whom we have done a poor selling job. 

Senator Humpnrey. If you wanted to sell tires, you could have gone 
to a tire manufacturing company and had them develop a tire with 
your own label; couldn’t you? 

Mr. Dyer. Yes. 

Senator Humpurey. But you finally decided that it would be better 
to take a nationally advertised brand and specialize in that. I think 
the record should be clear. You take, for example, a company such 
as Sears, Roebuck which handles a particular kind of vacuum cleaner 
or refrigerator; it doesn’t necessarily manufacture and sell them. It 
has them manufactured by another company that makes a brand- 
name refrigerator, but also puts on a special label and some special 
design on the exterior, at least, for the company—in this instance, as 
an example, the Sears, Roebuck refrigerator. 

You could have done the same thing in the tire business; could you 
not? 

Mr. Dyer. We could have done that. But, as T have suggested in 
earlier parts of my testimony here, we felt that, being in the oil bus- 
iness, we knew pretty well the oil business. The tire business is a 
very, very complex business, as we have found out. And, if we found 
it necessary to take on these tires for sales of our dealers, we felt we 
should make an arrangement with a recognized manufacturer of jine 
tires with good acceptance. And it has proven out. As far as Sinclair 
is concerned, it was a good deal. I hope the Goodyear people are not 
around here, or I may be at a disadvantage when we come around to 
the next contract. But I must say that our relation with Goodyear 
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has been very fine, and we have no reason at all to regret the program 
that we initiated. 

Senator Humpurey. I want to say that I think the only point con- 
cerned here should be whether or not in your arrangements with your 
dealers you have in any way exercised any company discipline if they 
didn’t deal exclusively with Goodyear. 

I can see the sense from a point of view of meeting competition 
when another station might have its own brand of tires or its own 
brand of batteries, but if you are going to have a filling-station opera- 
tion you have to compete, and that is undoubtedly what you have 
done. 

My point of interest—and I don’t know whether my staff members 
here agree with me about this or not—is whether or not, as you said, 
one of your dealers could sell Firestone, General Tire or other tires 
without your company denying that dealer the purchase of your 
petroleum products. 

Mr. Dyer. Well, as I have said before, that is being done at many, 
many stations that we have. And we do not prohibit the dealer from 
buying Firestone tires or any other tires. But we feel that, with what 
we have to give our dealer, if he goes out and buys some other brand of 
tires, we have done a very inadequate selling job. 

Senator Humpnurey. What would you do if Goodyear Co. called 
directly on one of your dealers and sold them directly? Would you 
take any action on that? 

Mr. Dyer. I think I would. 

Senator Humpurey. You think what? 

Mr. Dyer. I think I would and should. 

Senator Humpnrey. Action on whom ? 

Mr. Dyer. On Goodyear. After all, you get back there to the same 
conflict of interest that we referred to a little while ago about the dis- 
tributor and the dealer. 

Senator Humpurey. As far as your dealer is concerned 

Mr. Dyer. As far as the dealer is concerned, he is not disadvantaged 
in any way, whatsoever. And our main interest is to see that the 
dealer isn’t disadvantaged. We see that he gets all that he would get 
from Goodyear. 

Senator Humpnrey. But, in view of your relationships with Good- 
year, if Goodyear were to offer some dealer of yours a little better deal 
on Goodyear tires than you were able to offer, you would think that 
that would be a rather unhappy set of circumstances, and one which 
you would want to call to Goodyear’s attention; wouldn’t you? 

Mr. Dyer. I would consider it a very shabby situation. And if it 
persisted there, why, we probably wouldn’t have the relationship. 
But, as a practical question, that has not happened. 

Senator Humpnurey. But, if you reverse that on the oil business, 
that is what we are getting back to. 

Mr. Dyrr. I use the same words to fall in the same place: It doesn’t 
make any difference, that is just a matter of principle. 

Senator Humpurery. Anything else now? 

Mr. Jeune. Yes, sir. 
Mr. Dyer, in areas where you have dual distribution, what is the 


nature of that competition between your company and the distributor? 
Do you solicit each other’s accounts ? 
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Mr. Dyer. I think, as a practical matter, the answer is “No.” I 
don’t think we would ever get into a situation if there was likely to be 
a conflict. And the only unhappiness we have ever had is where a 
conflict has developed. As I recall it, a good many years we had to buy 
out some of our distributors, and we sold out some of our operations 
to a distributor to get out of this dual relationship. 

I might say with some unhappiness that that particular distribu- 
tion setup that we have up there at Elizabeth, one of our enterprising 
competitors in the State of New Jersey has signed that distributor up 
to take him over, I believe, next February 1. So as far as we are con- 
cerned, we will have only the distributor in Hunterdon County who 
is buying and reselling to the farm trade. So, anything that might 
exist—and I know of nothing untoward about it, I don’t think there 
has been any conflict, I don’t think that we have solicited the distrib- 
utor’s dealers or that the distributor has solicited our dealers. 
no knowledge of that. 

Mr. Jente. Assuming that one of your distributors did wish to en- 
large the number of his outlets, would he be able to solicit one of 
your retail accounts? As a company policy, you wouldn’t object to 
that ? 

Mr. Dyer. Yes. 

Mr. Jenwe. If he should solicit some of your contract suppliers, 
what would your company say ? 

Mr. Dyer. I think we would be unhappy about it. That is the 
reason I am opposed to the idea in the first place. It is unsound in 
principle, and when you just play it out to its practical conclusion 
you get yourself in difficulty. 

Mr. JeHLe. How many jobbers in New Jersey are supplied by your 
company ¢ 

Mr. Dyer. Those are the only ones. We use the name “distributor” 
to characterize a jobber who handles our products under our name. 


Mr. Jenxue. And you don’t sell any unbranded gasoline in the State 
of New Jersey ? 


Mr. Dyer. No, sir. 
Mr. Jeunue. In your statement on page 8, under point No. 2—Sen- 
ator Humphrey referred to it: 


Newcomers with large resources came into this market and, in order to get 
established quickly, made long-term contracts with large local marketers under 
the terms of which these marketers had certain margins of profit which they 
enjoyed regardless of the price level. 


Sir, could one of those newcomers into the market have been a sub- 
sidiary of the Sinclair Oil Co. ? 

Mr. Dyer. No. 

Mr. Jruwe. Is the Richfield Co. affiliated with or a subsidiary of 
Sinclair? 

Mr. Dyer. Well, there are two Richfield companies. There is the 
Richfield Oil Co., which is located in California 

Mr. Jeng. Yes. 

Mr. Dyer (continuing). Which is a completely separate corpora- 
tion with no intercommunicating interest with Richfield Oil Co. of 
New York, which is on the eastern seaboard. Originally they had 
a common parenthood. But since—oh, I imagine it must be 20 years 
ago—they have been completely separate companies. Richfield of 


I have 
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New York is a subsidiary of Sinclair; that is to say, a wholly owned 
subsidiary. And we came into the possession of this company by rea- 
son of the fact that the old parent company out in California went 
into bankruptcy. We had been suppliers of this eastern operation of 
Richfield, and when they went into bankruptcy, under the court order, 
and what not, the eastern end was ordered sold; and, since we were the 
suppliers, our people acquired the company. 

At that time it went through all of the procedure with the Depart- 
ment of Justice and all of the problems that you have to go through 
on acquisition. We took them over. They were operating in some 
areas where we were operating directly. 

So we had them get out of the direct operation; that is, the business 
of having service stations and operating directly, and had them go 
entirely over into the business of supplying independent jobbers or 
distributors—I suppose we would use the term “distributor,” but it 
is what I think you generally would understand to be a jobber. 

They had no dealings at all—Richfield has no dealings at all with 
any dealers. 

Mr. Jenie. They sell only to jobbers ? 

Mr. Dyer. Only to jobbers or distributors. 

Mr. Jennie. When did Richfield enter the New Jersey market ? 

Mr. Dyer. I really couldn’t say, but I think it was a long time ago. 
They have been in the market, I would say, for at least 20 years. And, 
by the way, their situation in this market is very small. They do well 
under 1 percent of the business of the State: it is a very small opera- 
tion. 

Mr. Jen. So then, so far as you know, the distributors of Rich- 
field are in no way disruptive of the New Jersey market? 

Mr. Dyer. Not as far as I know. 

Mr. Jenue. To return to the question of voluntary allowances: 
what, sir, is a voluntary allowance? 

Mr. Dyer. Could I give you an example of one. 

A voluntary allowance is a temporary voluntary allowance, which 
is a reduction, in its effect, from the prevailing price that we have 
established for a given territory. 

And, to define it right now, in New Jersey we have a tankwagon 
price of 15 cents. The Standard Oil Co., just to use the name of a 
company, and a representative competitor of ours, has a tankwagon 
price of 141% cents. 

We are still clinging, somewhat dismally, to the hope that these 
prices will get better; so, instead of reducing our tankwagon price to 
1414 cents, we gave all of our dealers a half cent a gallon off. So, 
the temporary voluntary allowance in this particular instance was 
merely the business of getting a competitive price, which is a half cent 
under this 15-cent price. 

Mr. Opom. Would that be true—would you give them a half-cent 
voluntary allowance whether they change the price on their pumps 
or not? 

Mr. Dyer. We have given it to everybody. We did not discrim- 
inate. I think I said in my statement that we didn’t discriminate. 

Mr. Ovom. Did you have any instructions or promotions to your 
dealers with reference to your voluntary allowance about the resale 
of gasoline? 
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Mr. Dyer. No. The problem in New Jersey is one of trying to 
encourage the market upward and not downward. It is a sorry mess, 
as it is. 

Mr. Opom. Do you have any rental concessions that you make in 
New Jersey to your dealers ¢ 

Mr. Dyer. Yes; I would say that we do have. 

Mr. Opom. Upon what are those concessions based‘ Are they based 
upon value of the realty or the competitive situation ? 

Mr. Dyer. I think they were based, if I may say so, on the com- 
petitive situation, and I think it was a mistake. 

I followed that when I got down there, and I found that our people, 
in an excess of zeal, tried to cushion the poor dealers in the problems 
they are up against, made concessions in rental, also on a temporary 
basis, mind you. They didn’t change our basic contract, but they 
made these temporary concessions in rental in lieu of de: aling with the 
situation on a basis of the price—and it is a very confusing thing. 

Mr. Opom. Do you still on any rental concessions in effect similar 
to that in New Jersey ? 

Mr. Dyer. I assume that we do, but our people have been instructed 
to get rid of them just as rapidly as we properly can. It is a very 
confusing thing. If you take an interest i: real estate and get it 
mixed up with a price situation that is as utterly confusing as the 
market is in New Jersey, I think it was a mistake in judgment. 

Mr. Opom. That is all I have, Senator. 

Senator Humpurry. I wanted to get a little more information on 
the Richfield operation. Is Richfield unbranded gas? 

Mr. Dyer. No. All they sell 

Senator Humrpnurey. I mean, does it sell Sinclair gas? 

Mr. Dyer. No; it sells Richfield gas. 

Senator Humpurey. Even though you preserve the name all the 
way through to the products? 

Mr. Dyer. That’s correct. 

Senator Humpurey. Even though you own the company ? 

Mr. Dyer. We own the company. It is a 100-percent subsidiary. 
But, all of the sales of the Richfield Co. are ae under their own 
trade-brand names, the very names that they had when we acquired 
the company some years ago. 

Mr. Stutts. How long ago did you acquire it, Mr. Dyer? 

Mr. Dyer. Twenty years ago. 

Mr. Srutts. You realize, of course, that as recently as 1947 Rich- 
field sold twice as much gas in New Jersey as Sinclair Oil Co. did. 
They had a 5.1 percent share of the market; you folks had 2.8 percent 
of the market. Even today, they hav e about’ 114 percent and you have 
about 2% percent of the market, so that they are not, compared to your 
own size, small fry. Even in 1954 and 1955, they were about half 
as big as you. As recently as 1947, they were twice as big. 

Mr. Dyer. Well, I would like to put the comparison the other way. 
We are about as small as they are. In other words, both of us are 
pygmies in this market. We are just not entities. 

Mr. Struts. I was afraid that, perhaps, through your statement, 
this subcommittee might have gotten the impression that Richfield 


was just as minute as ‘compared with you, as American Petroleum is 
compared to Esso Standar 
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Mr. Dyer. Well, I hope I didn’t contribute to any such confusion. 
I had no intention of doing it, I assure you. 

Senator Humpurey. Mr. Jehle, you had a couple of questions. 

Mr. JEHLE. Yes, sir. 

Are voluntary allowances recognized as a legal obligation of the 
company ? 

Mr. Dyer. I wouldsay no. I think they are purely practical resorts 
and expedients, if I may call them that. I have no case to make for 
them. I don’t like them a bit, and we would like to get rid of them, 
and get on a basis of a tankwagon price and have this situation 
handled by the dealers. 

Mr. Jeuve. Once the voluntary allowance is granted, does your 
company continue paying such allowance until such time as the dealers 
are notified that you are withdrawing it ? 

Mr. Dyer. Yes, we notify them, although I don’t believe we are 
required to give them any notice. 

The temporary voluntary allowance is an allowance that is made 
without any contractual obligation whatsoever for the duration, and 
it may be withdrawn without notice. I think, as a matter of just 
decency, we do tell the dealers that we are going to terminate. 

Mr. Jenie. There was a case recently decided in a Federal court up 
in Connecticut. The case is entitled Enterprises Industries v. The 
Texas Oil Company. 

Mr. Dyer. I have just a newspaper acquaintanceship with it. I 
haven’t read the opinion, and I am not too well informed on that. 

Mr. Jeremie. Are you familiar with the rule of law established in that 
case, sir? 

Mr. Dyer. No. 

Mr. Jente. Mr. Dyer, your voluntary allowance is based upon what 
factors: meeting competition at wholesale or enabling your dealers to 
meet their competition ? 

Mr. Dyer. Well, I would say that it is to enable the dealer to survive 
in his own competition. 

You see, we already have the dealers, so our arrangement with the 
dealer is all right, but he is confronted with the desperate problem 
of competitive prices at the retail level, and this intervention which we 
make would be wholly unjustified if it were not for the fact that it was 
being done by others in the industry, and if we didn’t do it for our 
dealers, we would just simply have to go out of business. 

Mr. Jeune. I will quote from the Enterprise opinion, if I may, 
Mr. Dyer, and see whether it would seem to be consistent with the posi- 
tion of your company on this particular point. 

Judge Smith, in his decision, says that section 2 (b) of the Robinson- 
Patman Act— 


does not go so far as to allow discriminatory price cutting to enable the buyer to 
meet price competition, but only to enable the seller to meet the lawful price of 
the seller’s competitor. 

Sir, assuming that this rule of law as set forth here is correct, where 
is the competition at the wholesale level by the Sinclair Oil Co. ? 

Mr. Dyer. If we may just look at this situation that I explained to 
you a moment ago, the tankwagon price of our competitors, as far as 
I know generally—that is, the larger representative companies—is 
141% cents. Our tankwagon price is 15 cents, and we have this tem- 
porary voluntary allowance. 





GASOLINE PRICE WAR IN NEW JERSEY 


So, whatever way you want to look at it, the price that we get from 
our dealer at the present moment—and it is nondiscriminatory ; every- 
body in the State gets it—is 14.5 centsa gallon. And I don’t see where 
there is any basis for any discrimination. 

Mr. JenHie. There seems to be no discrimination under your present 
policy, but, during the past 2 years, have you always given a voluntary 
allowance, statewide ? 

Mr. Dyer. That is my understanding. As far as I know, it has 
always been statewide, and the difference has been just in the amount 
of it, which at its peak went up to 3.3 cents a gallon during the most 
violent part of this price situation. 

Mr. JEHLE. Just one other question, sir. Has your company ever 
contemplated putting into its lease agreement a provision to the effect 
that a dealer will waive its rights to sue for treble damages for claims 
arising under the antitrust laws, unless he files such claims within a 
certain period of time? 

Mr. Dyer. Not that I know of. 

Mr. JEHLE. Would you care to comment on such a provision? Do 
you think it should be company policy 

Mr. Dyer. I certainly can’t see anything justifiable or defensible in 
that kind of a situation. You mean having a dealer forswear his 

rights to exercise them if he is put upon in a competitive way? I don’t 
know of any reason that should be done. 

Mr. Jenie. Thank you, sir. 

Senator Humpnrey. Mr. Dyer, may we place in the record at this 
point the reply of yourself and the company to our questionnaire / 
Do you remember we sent a questionnaire out to your company as we 
did to others? 

Mr. Dyrr. Yes. 

Senator Humrpurey. We would like your permission to include that 
in the record. 

Mr. Dyer. That is quite satisfactory 

Senator Humpnrey. Is that agreeable with you? 

Mr. Dyer. Quite. 

Senator Humpnurey. I don’t believe there is any confidential infor- 
mation there. 

Mr. Dyer. I would like to say that you have asked, I think, for 
us to bring that up to date; that is, to bring it down. 

Senator Humpnrey. Yes. 

Mr. Dyer. We have no objection to having either or both of them 
go in. 

Senator Humenrey. Thank you, very much.° 

I want to thank you, Mr. Dyer, for your contribution here. If you 
can figure out an answer to the problem up there, come to see me, will 
you? Or I will come to see you. 

Mr. Dyer. I would love todothat. Thank you very much. 

Senator Humpnrey. Mr. Edward L. Stauffacher, president of the 
Cities Service Oil Co. Mr. Stauffacher, we want to thank you very 
much for taking your time to come before the subcommittee and also 
for your cooperation in answering some of our questions that have 
been submitted to you. 


® Reply of Sinclair Refining Co. te the committee questionnaire appears in appendix I, 
p. 461. 
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You have heard the testimony thus far. We would like to have 
you proceed and give us any help that you can. Do you have a pre- 
pared statement ¢ 

Mr. Sraurracuer. I do not, Senator. 

Senator Humpnurey. Will you proceed as you wish ¢ 


STATEMENT OF EDWARD L. STAUFFACHER, PRESIDENT, CITIES 
SERVICE OIL COMPANY OF PENNSYLVANIA, NEW YORK, N. Y. 


Mr. Sraurracuer. My name is Edward L. Stautfacher, president, 
Cities Service Oil Company of Pennsylvania, offices in New York City. 
The Cities Service Oil Company of Pennsylvania is essentially a 
marketing company. It operates in 13 States, essentially from Maine 
to Virginia. We do have a small refinery at Linden, N. J., and we 
also have 500 barrels a day of oil production. I mention those items 
to let you know, the committee know, that we are a marketing organi- 
zation so far as our ordinary operating problems are concerned. 

We do market in New Jersey. In fact, we market in New Jerse 
in three different methods. We have our own retail operations. We 
have our distributors, and then we operate turnpike service stations, 
14 of them. 

Senator Humpurey. The distributors you would call your jobbers? 

Mr. Sraurracuer. That is right. 

Senator Humpurey. All right, sir. 

Mr. Sraurracuer. We have 15 of those. 

The committee has already heard a long discussion on the pricing 
which exists in Jersey. We are terribly disturbed about what has 
been going on. The dealers, our direct dealers, as well as the dealers 
of our distributors, are the lifeline, you might say, of our company’s 
operation in Jersey. We are not big, like some other people are, oper- 
ating here in a marketing way; nevertheless we : eel that our 
dealers and the dealers of our distributors are entitled to a fair 
livelihood. 

Senator Humpurey. Mr. Stauffacher, you have distributors and 
you have dealers ? 

Mr. Sraurracuer. Yes, sir. 

Senator Humpurry. You have heard the testimony today with 
reference to some potential or probable conflict of interest between 
the outlets of the Tctstedees and the outlets of the dealers dealing 
directly with your company 

Mr. STaurracHer. Yes, sir. 

Senator Humpurey. With the refinery, or marketer. What would 
be your reaction to a situation where the outlets, or filling stations of 
the distributor, were price cutting on the same product, the same brand 
of products, with your dealers? 

Mr. Sraurracuer. I would be very dismayed, to say the least. How- 
ever, it has not happened. 

Senator Humpurey. What if it did happen? 

Mr. Staurracuer. Well, it could happen in two different ways. It 
could be possible that the distributor’s dealer and our dealer were buy- 
ing at the same price, yet the dealers themselves would post different 
prices on the pumps. 


Senator Humpurey. Yes. But your responsibility there, I must 
say, would be rather limited, if any? 
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Mr. Sraurracuer. Right. 

Senator Humpnrry. But, on the wholesale price—am I to under 
stand that the wholesale price to the dealer on a lease arrangement with 
you would be the same as the wholesale price to a jobber ? 

Mr. Sraurracuer. I don’t believe I understood that question. But 
if I may detour a bit here 

Senator Humrurey. I will come back to the question. Go ahead. 

Mr. SraurracHer. The distributors themselves, of course, conduct 
a marketing operation of their own. 

Senator Humpnrey. Yes, sir. 

Mr. Sraurracnuer. They have to have an office; they have to have 
salesmen; they have to have automotive equipment and carry credit, 
and soon. So, the distributor himself, to be sure, can buy at a lower 
price than the dealer tankwagon price. 

Senator Humrurey. Right. That would be the normal practice. 

Mr. Sravrracuer. Now, we don’t know what price the distributor 
charges his dealers. It is none of our business, really. He is an inde- 
pendent businessman. 

Senator Humpnurey. Well, now, he is an independent businessman. 
If Gulf Oil sold its petroleum products, its gasoline, for example, at 
a lower tankwagon price to its dealers than you did for a couple of 
days or a week, would you feel compelled to meet that tankwagon 
price? 

Mr. Sraurracuer. Yes, sir. We would be very unpopular if we did 
not. 

Senator Humpmrey. How would you find out what their tank- 
wagon price was? 

Mr. Sraurracuer. Published. 

Senator Humpurey. Well, isn’t the distributor’s tankwagon price 
published ? 

Mr. Staurracuer. Not generally. You mean, our customers? 

Senator Humpnrey. Your distributor; your customer. 

Mr. Sravrracnuer. Our dealer tankwagon price is published; yes, 
sir. 

Senator Humrpurey. That is the Cities Service Oil Co. ? 

Mr. Sraurracuer. That is right. 

Senator Humpnurey. But let us say that company X, that is a dis- 
tributor of yours, a jobber of your product—they have dealers, too? 

Mr. StauFracHeERr. Senator 

Senator Humpurry. Isn’t that right ? 

Mr. STaAUFFACHER. Sure. 

Senator Humrnrey. All right. Now, does that company X post 
its tankwagon price to its jobbers? 

Mr. Staurracuer. To its dealers, you mean / 

Senator Humpurey. I mean to its dealers. 

Mr. Staurracuer. Not oftentimes. 

Senator Humpurey. In other words, you have to let the public know 
what your tankwagon price is, or, at least, your competition knows 
what your tankwagon price is? 

Mr. Sravurracuer. Right. 

Senator Humpnrey. That is, if the competition is of a certain 
breed, namely 

Mr. Sravrracuer. Our tankwagon prices are published, sir. 

Senator Humpurey. They are published ? 
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Mr. Sraurracuer. And they are public knowledge. 

Senator Humpurey. So that Texas Oil or American Oil or Esso 
or any other company can know what your tankwagon price is 

Mr. Straurracuer. They can see it; yes, sir. We post it. 

Senator Humpurey. But company X distributor’s tankwagon price 
is not published ; is that correct ? 

Mr. Staurracuer. That is generally correct. 

Senator Humpurey. Generally correct ? 

Mr. Sravurracuer. Really, I think I can say, so far as I know, they 
do not publish their tankwagon prices. I presume in some cases, 
though, there would be an exception. 

Senator Humpnrey. Would this not be a method by which a major 
supplier, like yourself, or any other supplier, could disguise his whole- 
sale price in the competitive field to the retail level ? 

Mr. Straurracuer. Conceivably it would. I might say that we have 
the definite thought that we do not want a two-part operation in the 
same place. We try to straighten them out as soon as we can. We 
straighten them out in a variety of ways. One common way would 
be for us to turn our station over to the distributor. Another way 
would be for the distributor to turn his stations over to us. Or, we 
could buy out the distributors. That would be a third way. 

Senator Humpnurey. Your view on this subject is pretty much the 
same as Mr. Dyer’s; in other words, that if price competition is devel- 
oping from the distributor with your authorized dealers, you would 
seek either to buy out the distributor or to sell out your stations? 

Mr. StauFracHer. We do it, sir. 

Senator Humpurey. But now let us assume that you cannot sell 
out your stations, that you have a contract for a year. It is not your 
station, really. You are just leasing it. 

Mr. StraurracHer. Senator, we don’t have a situation like the one 
you are describing. 

Senator Humpnrey. But, what if one does exist, perhaps not in 
your company; but at least it exists? I find that, in these prac- 
tices, they seem to be contagious and they learn from each other. I 
just wondered, if that did happen, what would be the remedy ? 

Mr. SraurracHer. Well, you are—— 

Senator Humpnurey. I think this is a very serious problem. I think 
this distributor business offers a subterfuge, so to speak, for the most 
vile kind of price cutting, unless it is properly managed. 

Mr. Stavurracuer. My offhand solution to that theoretical prob- 
lem would be, “O. K., Mr. Distributor, if that is the way you want 
to conduct your business, we will take steps to turn our dealer over 
to you. Youcan have both of them then.” 


_ Now, that is my answer to you, Senator. But, we don’t have the 
situation. 

Senator Humpnrey. I am delighted that you do not have, but the 
testimony in New Jersey revealed that it did prevail at least in one 
company. Or the allegation was made, and the witness said that 
it did prevail, that the posted prices were different, that is, the retail 
prices. 

Now, what is the relationship between Cities Service Oil of New 
York and Cities Service Oil of ednevtvania? 


Mr. Staurracuer. There is no such company as Cities Service Oil 
of New York. 
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Senator Humpurey. There is not? 

Mr. Sraurracuer. No, sir. 

Senator Humpurey. Well, the State of New Jersey supplied this 
committee with the list of distributors of New Jersey, and down here 
item No. 8 says, “Cities Service Oil Co., New York,” and item No. 
16 says, “Cities Service Oil Co., Pennsylvania.” It says Cities Serv- 
ice Oil Company of Pennsylvania did 8,143—it must mean 8 
million 

Mr. Srutts. Eight million. 

Senator Humpnrey. 8,143,000 gallons in 1951, and the New York 
company did 37,721,000. 

Mr. Sraurracuer. Which sheet is that on, Senator / 

Senator Humpnurey. Well, I have it here from our galley proof 
of the exhibits and testimony that we received while we were in New 
Jersey. We asked—I think it was the attorney general; was it not? 

Mr. Struuirs. The State treasurer. 

Senator Humpnrey. The State treasurer; yes. We asked him to 
provide us with the list of those distributors, and he was able to do 
this from the tax receipts, you see. 

Mr. Sravrracuer. Would this be helpful? My company, the 
Cities Service Oil Co., a Pennsylvania corporation, does all the mar- 
keting done in the State of New York. Now, does that answer it or 
not? Wemarket from Maine down through the New England States, 
in New York, Pennsylvania, Jersey, and Virginia. I can’t find the 
reference you are speaking of. 

Senator Humpurey. Well, you do not have it, sir. 

Mr. Sravcrracuer. I see. 

Senator Humpurey. We are just getting the galley proof from our 
previous hearings. But again I will either have to correct the state- 
ment of New Jersey or find out aren the situation is here. 

Mr. Srutts. The State treasurer of New Jersey shows that he has 
received gas motor-fuel taxes from two comp: inies, both named Cities 
Service Oil Co. 

Mr. SrauFracuer. I believe I can explain it, sir. 

Mr. Sruurs. Yes. 

Mr. Sraurracuer. This may not be right. We have the State of 
Jersey divided into two parts; the northern part is operated out of the 
New York region, the southern part is operated out of the Phila- 
delphia region. There would be two parts to the answer. 

Mr. Srutts. I see. This was broken in half, so that the New York 
half of the State, apparently, had 4.5 es of the business; the 
Pennsylvania outfit had about 1.5 percent of New Jersey’s market, 
making a total of about 6 percent for Cities Service’s share of the 
market. Is that about right? 

Mr. StaurracHer. For New Jersey; yes, sir. 

Mr. Seu urs. And you have a good, strong dividing line, so that you 
do not have any competition possible between your New York office 
and your Philadelphia, or your Pennsylvania, office? 

Mr. SrauFFacHeEr. I hope we do not, sir. I try to handle two men 
there. 

Senator Humpnrey. Proceed, then, to any other observation you 
wish to make. 

Mr. StraurracHer. Well, I do not want to convey the impression 
that we are not working on this situation in Jersey. I believe the 
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most important thing I can say now is that we conduct really elaborate 
schools, training schools, educational schools, for dealers. Any dealer 
in the State can go to one of our training schools or he can take any of 
our business courses which we tell him about. 

We really are trying to educate the dealer and make him a better 
man because we firmly believe that the dealer is the lifeblood, not only 
of our company in Jersey, but everybody else in Jersey. 

Senator Humpurer. Now, just a few questions on your pricing sys- 
tem. How many different tankwagon prices does your company post 
for the State of New Jersey? 

Mr. Sraurracner. We have one tankwagon price in the State of 
New Jersey. 

Senator Humpnrey. What is that price at present ? 

Mr. SraurracHer. Fourteen and one-half cents. 

Senator Humwreurery. Fourteen and one-half cents. Do you 
guarantee any dealer a commission of any kind on his gasoline sales? 

Mr. Sraurracuer. We have no commission agents in Jersey. 

Senator Humpnrey. Do you offer a service-station owner and oper- 
ator any monetary inducement to sign a supply contract with your 
company and give him a little bonus when he— 

Mr. SrauFracHer. No, sir. There would be noendtothat. If you 
started that, you would not know where you would end up. 

Senator Humpnurey. I am prone to agree with you, but I gather that 
there may be some indication that that has happened, but not. neces- 
sarily with your company. 

What action would your company take if a competitor offered any 
one of your independent operators a price concession of a cent off the 
tankwagon to induce him to take on a competitor’s products? 

Mr. SraurracHer. Well, we would be very unhappy. If we could 
actually prove that a major competitor was doing that, we would fight 
it. 

Senator Humpurey. How would you fight it? 

Mr. Sravurracuer. Granting the dealer a concession to meet the 
price competiion. 

Senator Humenurey. All right. Now, if you granted that dealer a 
concession, would you grant all other dealers a concession ? 

Mr. Sraurracuer. In the same price area. 

Senator Humpurey. In the same price area. Would that mean the 
area served by your tankwagon, or your tankwagon area ? 

Mr. Sravrracuer. I don’t understand what you mean by tank- 
wagon area. 

Senator Humrnurey. You said “in that area” in response to my 
previous question. 

Mr. Sravrracuer. I was talking about a local distribution area. 

Senator Humpnurey. In the competitive area? 

Mr. Sraurracuer. That is right. 

Senator Humrureyr. You wouldn’t necessarily apply that, as I 
understand it, statewide ? 

Mr. SraurracHer. No, sir. 

Senator Humpurey. What you would really be doing is basing 
your price on the retailer’s competition ? 

Mr. Stavrracuer. Local competitive situation. 

Senator Humpnrey. Would that put you in the situation of having 
2 tankwagon prices? 


.¢ 
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Mr. Sraurracuer. No, sir. 

Senator Humpnrey. You would maintain the same tankwagon 
price and give a rebate or price concession? How would you do that ¢ 

Mr. Sraurracuer. I said a price area there. We don’t have too 
many service stations, you iibineenls I wish we had about 10 times 
more. We don’t have a dealer here and a dealer across the street, 
likethat. And,so, when somebody tries to raid us on an account down 
here we will meet that price, if we can prove that it is right. We 
would not have a new tankwagon, that is a competitive price situation. 

Senator Humpnrey. Mr. Odom. 

Mr. Opom. You say you would meet that tankwagon price. Now, 
- it your policy to meet it by a reduction in the tankwagon price 
ora voluntary allowance / 

Mr. Sravurracuer. Voluntary allowance to meet competition. 

Mr. Opom. You would meet it by a voluntary allowance rather 
than a reduction in the tankwagon price? 

Mr. Sraurracuer. Voluntary allowance to meet competition. 

Mr. Opom. That is competition at the dealer level rather than the 
retail price of gasoline from your dealer’s competitors; is that correct ¢ 

Mr. STauFFACHER. Say it again. 

Mr. Ovo. In other words, if you have a dealer who is in competi 

ion with some other supplier ’s dealer, one of your c mipetitor’s dealers, 
ee the competitor’s dealer reduces his price, now, in order to allow 
your dealer to meet that competitive dealer’s price, would you give 
hima voluntary allowance / 

Mr. SrauFFacuEr. I believe you are getting to the point now 
where you have major competitors moving in with a lower tank- 
wagon price. 

Mr. Ovom. I am getting to a point where a major competitor would 
give some other dealer a lower tankwagon price and enable that 
other dealer to lower his price, which of course would put your dealer 
at a competitive disadvantage. In that situation would you give him 
a voluntary allowance based on that retail competition rather than 
competition at the dealer level ? 

Mr. Sraurracuer. All you are saying is that the local market is 
voing to drop in that area? 

Mr. Onom. I am asking you if you will do that. 

Mr. Sraurracuer. Ask the question once more 

Mr. Opom. In your practice of giving voluntary allowances do you 
determine whether you will give that voluntar y allowance by e ompeti- 
tion at the buyer level, that is, at the level of the dealer, a competitor 
of yours going to your dealer, or do you determine whether you will 
give a voluntary allowance by the competition at the retail level, that 
is, some competitor of your dealer reducing his price? Do you follow 
ine on that ? 

Mr. Sravurracuer. I wish you would be specific in who came along 
and offered a cent someplace or the other. I don’t understand that. 
Mr. Opvom. If you have a dealer, one of your dealers, and he is sell 
ing at a posted pump price, and a dealer across the street from him, 

-ome other supplier’s dealer—do you follow me? 

Mr. Sraurracner. Yes, sir. 

Mr. Onom. Reduces his price 

Mr. SrauFFAcHER. We would do nothing. 

Mr. Opom. You would do nothing? 





274 GASOLINE PRICE WAR IN NEW JERSEY 


Mr. Sravrracuer. That is none of our business. The dealer is an 
independent merchant. iy 

Mr. Ovom. But your dealer would be in a poor competitive posi- 
tion, would he not? 

Mr. SrauFFACHER. Sure. 

Mr. Ovom. But you would not give him a voluntary allowance? 

Mr. Straurracuer. We would do nothing. , 

Senator Humpurey. However, if you found out that the supplier 
to the dealer across the street, that is, the competitor of your dealer, 
was reducing his tankwagon price, would you meet that? ; 

Mr. Sraurracuer. We would look to see what the mp was 
doing not only at that one station but in the area. If it would appear 
that he was only working in that one station we would doubt very 
seriously that the information was correct. But, if he was doing that 
in an overall price area, we would certainly be competitive. 

Senator Humpurey. Wouldn’t your competitor have to post the 
tankwagon price? as 

Mr. Sraurracuer. On the premises of the original question, that 
a major supplier was doing this, it would be apparent, it would be 
seen that he was doing it. 

Senator Humpurey. I want to get back here again. I got lost in 
this conversation. 

Mr. Sraurracuer. So did I, sir. 

Senator Humpurey. I understood that you made your suppliers 
post your tankwagon price. 

Mr. StaurracHer. We do. 

Senator Humpurey. What happens if somebody is doubledealing 
or dealing under the table and doesn’t post the price he is really 
charging? How do you find out about that? 

Mr. Stavurracuer. I don’t believe it exists. 

Senator Humpnurey. Say, a tankwagon price that God and country 
would know about was 15 cents a gallon, that was posted. 

Mr. Sraurracuer. That is right. 

Senator Humpnrey. But, all at once you see a situation develop 
down here at the corner where there is a Cities Service station, and 
then there is station X across the street, 2 dealers—Cities Service 
has the price on the gasoline, let us say, of 21 cents being posted, re- 
tail price, and the station across the street puts it at 19.6. Now, that 
indicates, at least on the face of it, that there is some retail competition. 
But your dealer says, “Look, Mr. Cities Service, it isn’t just retail 
competition we have here; I have information that the supplier is 
reducing the tankwagon price to my competitor across the street.” 

And, you say to him, “Well, that can’t be so, because the posted price 
is 15 cents”—or 14.5 cents. Let’s go back to what we have been talk- 
ing about, 14.5 cents for you, 14.5 cents for him. And your dealer 
says, “You are wrong, that price over there is only 14 cents.” 

Does that ever happen, have you ever heard of any such instances? 

Mr. Sraurracuer. And the other supplier was a major oil com- 
pany ? 

Senator Humpnrey. Yes. 

Mr. Staurracuer. I don’t believe that I can say it has ever 
happened. 


Senator Humpnrey. You have never heard of that happening? 
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Mr. SravrracHer. Not a major oil company concealing its true 
tankwagon price; no. 

Senator Humpnrey. What about leaving the tankwagon price 
at the same level but, perhaps, having some little commission on sales, 
or something like that? What do you do in that sort of situation ‘ 
Would you meet that by a voluntary allowance; or how would you do 
that? 

Mr. Sravurracuer. Senator, we don’t jump up and put out volun- 
tary allowances. We really try to be very careful when we jump in 
there. 

Senator Humrnrey. I can appreciate that. I can also appreciate 
that, when there is cutthroat competition going on, there are a lot of 
tricks in the bag that can be used. And, apparently, in New Jersey 
a lot of them have been used; they are old hands at it up there. 
I don’t mean you—I am not accusing anybody. 

Mr. Straurracuer. | understand. 

Senator Humpnrey. I can’t believe that people are in business to go 
broke or that they will sell below cost. And, when you see a station 
selling a brand of gasoline that is quite a bit below what your dealer’s 
would be, knowing that the tankwagon prices are supposed to be the 
same, wouldn’t there be some presumption of evidence, or some valid 
presumption, that there might be another little operation going on 
over there, namely, a commission on sales, or some rebate, or some- 
thing like that ? 

Mr. SrauFracHer. Senator, if you are talking about major oil com- 
panies, I cannot say that I know of any instance where the tank- 
wagon price was not posted and known—not necessarily the same—— 

Senator Humpurey. I know that.. I am not talking about that. 
We assume that the tankwagon prices are posted and known, they do 
not necessarily have to be the same. If they weren’t the same, no one 
would have any difficulty figuring out why there was a discrepancy in 
retail price levels at pump outlets. But what I am getting at is, once 
you have posted the tankwagon prices, once everybody knows what 
those tankwagon prices are, and there are two competitors on the 
respective corner retail outlets, one retail outlet, let us say, posts a 
cent and a half a gallon below the other. Then, you say, as a business- 
man, “That fellow just can’t sell gas for that price and stay in busi- 
ness; it is below the cost of operation; it is below the cost of the prod- 
uct and operational expense.” Wouldn’t there be some reason at least 
to be inquisitive as to what kind of arrangement was going on that 
made it possible for this fellow to take 3 weeks off and take a vacation 
and still be in the gas business ? 

Mr. Sraurracuer. Yes, sir. But I don’t know of any case—what 
was your question to me, again ? 

Senator Humpurey. My question is just directed to the point of 
what is obvious and what isn’t obvious in a competitive price war 
situation. 

Mr. SravurracHer. Well, the dealers themselves could be having a 
feud—and I mean two dealers can really get their tempers up aid 
play havoc with a market, now. 

Senator Humpnrey. Now, when you start this process of voluntary 
allowances, how do you know what your dealer is offering as a volun- 
tary allowance? You have a stated tankwagon price—you have your 
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dealers’, your competitors’—a tankwagon price which is public knowl- 
edge, public information. oof 

But you say that, because you live in the fond hope that these 
tankwagon prices may be fully acceptable and become the prevailing 
price, you leave the tankwagon price where it should be, and then 
you make voluntary allowances to meet competition. 

Mr. Sravurracuer. That is done. 

Senator Humrurey. All right. How do you know what voluntary 
allowance your competitors make? Do you know about that? 

Mr. Sraurracuer. Somebody used the intriguing word this morn- 
ing about how wonderful the grapevine was in this competitive fuel- 
marketing business. And, I mean things travel so doggoned fast at 
the dealer level—that is the salesman’s business, to check and see what 
is happening here and there. 

Senator Humpurey. In other words, it is possible for voluntary al- 
lowances to be different among suppliers ? 

Mr. Sraurracuer. Sure. 

Senator Humprurey. And, so, even though he may have a nondis- 
criminatory tankwagon price, you may get a good deal of discrimina- 
tion in terms of voluntary allowances 

Mr. SraurracHer. That could be, I am sure. 

Senator Humpurey. For example, would it not be possible for some 
supplier who is leasing a station just to forget the rent? 

Mr. Stravrracuer. It would be possible, but it is the last thing our 
company does in a price war situation—is to fool with rents. Once 
you start fooling with rents you get hash. 

Senator Humpurey. Have you ever heard of such a thing being 
done in this price-war situation ? 

Mr. Staurracuer. I have heard all kinds of stories about people 
adjusting rents and giving rent free; sure. 

Senator HumpuHrey. Haven’t we had some testimony to that effect # 
We will come to that. 

Do you ever give rent as a voluntary allowance? 

Mr. Sraurracuer. It is the last thing we would do, from a policy 
viewpoint. I would say definitely no. Now, I am not saying over a 
period of years you couldn’t trace back 1 or 2 situations. But that 
is where the man has gone broke or was going broke or something 
desperate happened. 

Senator Humpurey. Are you doing it at the present time in one or 
more situations ? 

Mr. Staurracuer. I don’t believe so. 

Senator Humpnrey. Have you done it within recent years? 

Mr. Sraurracuer. A qualified yes. 

Senator Humrnrey. In order to meet competition? Has that been 
in order to meet competition ? 

Mr. Sraurracuer. Better said in order to straighten out the finances 
of a poor dealer. 

Senator Humpnrey. For what reason did that poor dealer’s finances 
get in bad shape? Was that due to price wars? 

Mr. Sraurracuer. It could be, or his own business judgment. It 
could be a variety of things. 

Senator Humpurey. This is what I was driving at earlier, sir: 
That it is quite common practice in life to have things out here looking 
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very normal, very level out here, right on top of the table, but, that is 
why they have these kneeholes in tables, there are a lot of things 
going on underneath. And I am just wondering what knees were 
projecting through this. 

I gathered from some of the testimony that I have heard—and, 
may I say most respectfully, sir, this is no reflection upon you; | am 
not trying to be critical—that even though the tankwagon price looks 
as pure as Ivory soap and everything is right above board, there is 
just all kinds of interesting little developments g going on down under 
the tank, such as forgiveness of rent, such as commission on sales. 

Would you say that that has h: appened in the light of what you have 
just said ¢ 

Mr. Sraurracuer. There could be rent manipulations. I don’t 
understand the commission on sales angle, though. 

Senator Humpurey. What other way would there be of being able 
to give a little added inducement ? 

Mr. Sraurracuer. If you are speaking of a major oil company— 
is that what you have in mind here ¢ 

Senator Humpnrey. I don’t know how major is major. 

Mr. Sraurracuer. I wouldn’t know. 

Senator Humpnrry. Mr. Dyer, who preceded you, said he con- 
sidered his company to be one of the smaller ones. May I say to his 
credit it is quite a company. And Cities Service is quite a company. 
It isn’t major, compared to Ksso—or, let’s put it this way, Standard 
Oil of New Jersey would be major to anything I have ever had a 
chance to be affiliated with? 

Mr. Sravurracuer. If I heard of any salesman—I am still a little 
bit uncertain how he would be able to get anything to give away—but, 
if I ever heard of any of our salesmen submitting something or giv- 
ing a part of something to an account, why, he would be fired. I 
don’t know how he would get the money in the first place. I am try 
ing to answer your question. 

Senator Humpnrey. It isn’t that kind of thing I am thinking of. 
I wouldn’t want to distrust any of your salesmen, 1 am sure they are 
all very honorable men. 

What I am getting at is: When you get into a price war and have no 
way of determining what the other man’s voluntary allowances are, 
your dealer comes to you and says, “Look, I know you are giving me 
a voluntary allowance and I know that my competitor across s the street 
is receiving a voluntary allowance. Thus, his tankwagon price would 
seem to be the same as mine; but how can he sell gasoline for a cent a 
gallon less than I can?” 

Because of the necessity of having your dealer relationships, there 
is a pressure brought to bear upon the company by the dealers to try 
to get some situation where they can survive. And, under those pres- 
sures, I would gather that there might be such things as we said here 
a moment ago, some rent allowances, maybe some advertising allow- 
ances. For example, it is a common practice in business these days— 
if not a common practice, one that happens repe: atedly—where, 
when you take on a new line of merchandise in order to help you out 
a little bit, they will give you an advertising allowance even if you 
don’t advertise quite as much as you were supposed to advertise under 
the allowance. 

66238—56—pt. 3 
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Mr. Sravurracuer. I doubt that any dealer gets any advertising 
allowance. 

Senator Humpnrey. Well, maybe not in this particular area, but 
may I say, sir, that it happens in other areas. Ice-cream companies, 
for example, say “You buy our ice cream, and we will put in the a. 
freezers, we will put in the soda fountain, we will put in the bac 
board.” Iam not unfamiliar with that. I know that has happened 
many times. 

And there are many ways that you could cut the price of ice cream 
in an ice-cream parlor without ever cutting the gallonage price. It 
would be billed out at $1 a gallon, and you are really paying about 65 
or 70 cents a gallon, because there are other concessions that have no 
relationships, supposedly, to the price of ice cream. Now, if that is 
true in that area—and that is a documented fact, it is equally true, or 
could be equally true, in the gasoline business. I believe you know 
what I am talking about. 

Mr. Sraurracuer. I don’t believe it is, Senator. We have enough 
worries trying to make a fair penny—say it that way—enough wor- 
ries trying to maintain an orderly marketing situation. I don’t think 
we could find time to figure out some conniving ways—I don’t mean 
conniving—I mean gift ways to fatten up something. 

Senator Humpnrey. I hope vou don’t misunderstand me. I don’t 
think vou are trying to figure them out. I just think that, if you got 
a number of dealers who face an almost impossible situation from 
competition, you have an obligation to those dealers. And, I think 
yon feel that you have an obligation to those dealers. 

Mr. Sraurracuer. Certainly we have. 

Senator Humpnrey. And. if those dealers come to you and say, 
“Now, look, we are paying $200 a month rent: we are only getting a 
half cent a gallon on a voluntary allowance. Now, this fellow across 
the street, the fellow down five blocks and the fellow down a mile, 
they are getting a half cent voluntary allowance, too, but we know, 
because we get around with them, too, that they are getting a little 
rent rebate.” What do you do? 

Mr. StaurFacHer. Maybe I have been going too far here. We 
think a dealer certainly should have 4 cents a gallon to live on. There 
have been enough surveys so that is not hard to figure out what the 
voluntary should be. 

Was that your question ? 

Senator Humpurey. I think we will just drop this at this point 
here, sir. 

Go ahead, Mr. Odom. 

Mr. Opvom. On this voluntary allowance, I think it was established 
a moment ago that your company, as a matter of policy, does give 
dealers a voluntary allowance to meet your competition at that deal- 
er’s level. ‘That is established; is it not? 

And is this established: That you do not give voluntary allowances 
to your dealer to enable him to meet his competition? Did you make 
that statement a moment ago? Or, let me ask it this way—— 

Senator Humpnrey. That is a very plain question. Let’s get the 
answer to these questions. 

Mr. SraurracHer. Would you repeat it, then, please ? 


r 
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Mr. Opvom. Did we establish a moment ago that you do not give 
your dealers voluntary allowances to enable them to meet their 
competition ? 

Mr. SravuFFacHer. I am saying that when the dealer across the 
street—that was the argument; right? 

Mr. Opom. Yes. 

Mr. SraurracHuer. When he drops his price 1 cent, we don’t do a 
thing for our dealer. 

Mr. Opom. In other words, then, to carry it further, would you tell 
us this, pelase : When do you give your de alers a voluntary allowance ? 

Mr. Stavrracuer. When his margin is 4 cents. 

Mr. Opom. When his margin is 4 cents. 

Mr. STauFFACHER. Pump price versus cost. 

Mr. Ovo. In other words, when he himself lowers his pump price 
to such a price that it no longer gives him a margin of 4 cents, then 
you give him a voluntary allowance? 

Mr. Straurracuer. And he never is ahead of the parade; we see to 
it we never lead a thing like that. 

Mr. Opom. Now, in your lease with your dealers, Mr. Stauffacher, 
that lease has in it, does it not, a 30-day cancellation clause? In other 
words, you could cancel out any one of your lessee dealers upon giving 
him 30 days’ written notice; is that corect ? 

Mr. Sravrracuer. That is very correct. Incidentally, we are just 
waiting on the forms to go out on a standard 1-year lease, and also 
a form where we will go 3 years or so. 

Right now in the leases, you see there is that 30-day cancellation 
clause. Strange to say, it is accepted. Nobody raises an eye about it. 
It is very uncommon to have it be of any effect. 

Mr. Opom. Do you have any dealers, Mr. Stauffacher, who are in 
competition with one another in that area ? 

Mr. STAUFF ACHER. I would say no. I wish you would define “com- 
petition.” What do you mean by “area” ? 

Mr. Opom. Well, they are located in such a geographical area where 
they could be conceded to be in competition with one another. 

Mr. StauFFracuer. I don’t believe so. 

Senator Humpnrey. Do you supply Best Co.? 

Mr. SraurFacHer. Best Co., where? 

Senator Humpnrey. In New Jersey; are you a supplier for them ? 

Mr. Sravrracuer. I don’t believe so, but I would like to check that 
and let you know. I don’t think so, in New Jersey. 

Senator Humpnrey. Are you a supplier of Merit ? 

Mr. StaurracHer. No, sir. 

Senator Humpurey. But you are not certain about Best? 

Mr. StauFFacHER. When I said no, sir, so definitely—again let me 


check. You have mentioned Best and Merit. I don’t believe either 
one.® 


®Mr. Stauffacher later (by letter of March 12, 1956) furnished the committee with the 
following information: “In response to your request that we inform you as to our sale of 
products to Best Markets, of ae sy a, we advise that our comeeet sold Best Markets 
by written contract from September 1, 1954. to November 22 The contract was 
canceled by mutual agreement on the latter date. We have not thereafter sold gasoline 
to Best Markets, except insofar as Best Markets may have obtained same as a result of 
sales we made from November 2, 1954, through April 30, 1955, through a wholesale 
petroleum broker. It is our understanding that some of our products reached Best Markets 
through such broker source, but that we did not furnish all of Best Markets’ supply during 


this period. In any event, we have made no sales of gasoline to Best Markets since 
April 30, 1955.” 
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Mr. Fiynn. In your dealer’s supply contract for gasoline products, 
it says in section 7, and I quote: 


No action against seller arising under any antitrust law, price discrimination 
law, trade regulation law, or any other law of the United States or of any State, 
as now or hereafter passed or amended, shall be brought by the buyer unless, 
within 6 months after the cause of action accrued and not in respect to any 
damage suffered or occasioned prior to said period of limitations. 


Could you tell us why you have that 6-months’ limitation on the 
buyer’s right to sue? 


Mr. StavuFracuer. I would think it is logical to have some limita- 
tion someplace. 

Mr. Frynn. Under what authority do you take this action on a 
man’s right to sue in a court of law? 

Mr. STauFFACHER. I am not an attorney, sir, so I just assume it is 
good business to restrict a potential hazard of any kind. That is a 
layman’s answer to you, sir. I don’t profess to know why that clause 
was put in there, but that would be my reaction. 

Mr. Fiynn. In other words, if a buyer should have a case against 
you under the Robinson-Patman Act, in a hypothetical situation, if 
1e didn’t bring suit against you within 6 months of the cause of action, 
then, under the terms of this contract he is left without any remedy; 
that is what it appears to be. 

Mr. SrauFFAcuer. You read it, and I realize that that is in the 
form, but, the underlying reasons I cannot explain other than it is 
my impression, well, everybody should always limit liability of any 
kind, whether it is fire or theft, or what have you. 

Mr. Fiynn. Even though the Federal law might have a longer 
statute of limitations? 

Mr. SravFFacHER. Please, again I say that that is a layman’s in- 
terpretation of the clause. I am not an attorney, 


Senator Humpurey. Does your company have an oil refinery in 
the State of New Jersey? 


Mr. SraurracHer. Linden, N. J. 

Senator Humpnrey. Linden, N.J. If the production of your New 
Jersey refinery is in excess of your market requirements in the State, 
where do you sell it ? 

Mr. Sravurracuer. Senator, just a word. Our Linden refinery is 
not an oil refinery in the true sense of the word. It is an asphalt 
refinery. We only bring in crude from Mexico or Venezuela. We 
make no merchantable gasoline whatsoever there. We make just a 
dab of unleaded, say 55-octane gasoline, which we sell to processing 
plants, not for automotive processes. 

Senator Humrurey. Your gas, in other words, for New Jersey 
customers, comes in from out-of-State, is that correct ¢ 

Mr. Stavurracuer. Out-of-State, right. 

Senator Humenrey. Do you have tankwagon routes running from 
New Jersey into New York or into Pennsylvania ? 

Mr. Straurracuer. Oh, sure. You mean by barge, or by pipeline, 
or something; sure. Is that what you mean ? 

Senator Humpnrey. Yes. 


Mr. STravurracuer. Sure, we have pipelines, product pipelines, and 
barge. 


Senator Humpnrey. All right; how about trucks? 
Mr. STAvFFACHER. Sure, we have transport trucks. 
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Senator Humrnrey. Do the same transport trucks serve the same 
station in New Jersey as may serve one in Pennsylvania ? 

Mr. Sraurracuer. I wish you would define that a little bit more. 

Senator Humrurey. In other words, just across the boundary serv- 
ing one station in New Jersey and then moving across with the same 
truck and serving the same station in Pennsylvania. 

Mr. Stravurracuer. I certainly don’t think so. 

Senator Humpurey. In other words, your truck routes would be 
limited to the jurisdictional limits or territorial limits of the State. 

Mr. Sraurracuer. If you are talking about a transport truck haul- 
ing from a refinery or source, the bill of lading almost automatically 
requires you to go to one destination. 

Senator Huwpnurey. I am just talking about plain tankwagon 
trucks. 

Mr. Sravurracuer. A tankwagon truck? 

Senator Humpurey. That pulls up to a station, dumps some gas 
into this filling station’s tanks, pulls up the hose, winds it up, the 
driver goes across the State line, drops the hose in the tank, and 
fills up the tank in Pennsylvania. Now, does that happen ? 

Mr. Sravurracuer. If he has the proper permits, why it certainly 
could happen. But, I don’t believe it happens so far as our own 
operations are concerned. 

Senator Humenrey. And, if it did happen, you would have two 
different prices on gas out of the same tank? 

Mr. SrauFracuer. Sure. 

Senator Humpnrey. It must be rather hard on the fellow across th 
line to realize how that gas got more important as it crossed the 
line. 

Mr. Sraurracuer. Senator, I think that happens at every State line. 
1 don’t know of any State line where that doesn’t happen. 

Senator Humpnurey. I am not talking about the tax involved. T am 
talking about ex-tax, without tax. 

Mr. Sraurracuer. I was talking about ex-tax, too. Certainly, on 
75 percent of the States lines that is true; I really believe so. 

Mr. Sruurs. Does a Buick cost 25 percent more in Suffern than it 
does in Ridgewood, N. J.? 

Mr. SraurracHer. What was that? 

Mr. Struurs. Does a Buick cost 25 percent more in Suffern than it 
does in Ridgewood, N. J., right up the road ? 

Mr. Sraurracuer. I don’t believe so. 

Mr. Strutts. Well, sir, does it on a Goodyear tire, or any other kind 
of tire? 

Senator Humpnurey. A package of Lucky Strikes? 

Mr. Stutts. A package of Lucky Strikes, or anything else. What 
the Senator wants to know is the way you break up your regional dis- 
tribution. It is quite evident that your truck just doesn’t haul up toa 
line, an imaginary line on Route 17 between Ridgewood or Engle- 
wood up to Suffern, and turn around and go back to your distributing 
point. It just keeps on servicing stations on both side of the line. 

But on one side that gas is worth 141% cents, and on the other side it 
is worth 1714 cents, or something like that. We would like to find 
out from you people who are way up high in the gasoline companies 
just why there is such a tremendous difference in the cost. Is it just 
what. the traffic will bear that makes all the difference? 
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Mr. Sraurracuer. Well, let’s say first that we are really interested 
in the Jersey price situation. But actually we have bad price situa- 
tions all over the country. Now here we are in Jersey; and up here is 
New York; we refer to New York. Well, it so happens that Jersey has 
had a bad price experience here in the past 3 years or more, whereas, 
relatively, New York has been more stable. 

I don’t think the price in New York is too high. I think the price in 
Jersey is too low. 

Mr. Struts. You are president of a big company. Can’t you tell 
this committee why, in Rockland County, N. Y., which has a common 
border with New Jersey, there hasn’t been a price war in the last 5 
years, and why you can get 3 or 4 cents more a gallon tankwagon for 
your gas than you can in New Jersey ? 

The people in New York are also price conscious. They can also ride 
around and shop for a bargain. They know this is the same gas; you 
advertise it the same way. It is not cheaper gas that you sell in 
Jersey, and I just wonder how you, in your own mind, rationalize the 
difference between New York and New Jersey in that situation. 

Mr. Staurracuer. Obviously, I don’t have the answer to the prob- 
lem, or we wouldn’t be hereif I did. But I think we can study market- 
ing trends throughout the country, and you will find that in indus- 
trial areas, you are prone to have bad pricing conditions, whereas, in 
the more rural areas, your pricing tends to be more stable. 

Mr. Stutts. New York is not very rural. 

Mr. StaurracHer. Rockland County, though, is rather rural. 

Mr. Srutts. Perhaps so. But I would say the area of Manhattan 


and New York County is not very rural, at least the last time I looked 
at it. 


Mr. Staurracuer. Relatively, let me say. 

Mr. Stutts. So you cannot help us out ? 

Mr. Sraurracuer. No, sir; I cannot. 

Mr. Stuuts. You are in the same boat as the poor fellow who is 
serving you. 

Senator Humrurey. Isn’t it possible that, so long as these sporadic 
price wars—some of them not so sporadic, some of them almost. be- 
coming chronic and in wide areas—so long as they prevail in a State 
and are limited to spotty areas throughout the country, you can make 
up a little of the loss you take in those areas by just jumping the price 
of that gas 3 cents a gallon when you go across a State line into a 
more orderly society ? 

Mr. StaurracHer. Certainly, Senator, it is obvious that the price in 
Jersey is low, and it is higher in surrounding areas. It is higher in 
New York. But here again, I say, the price in Jersey is too low. The 
price in New York is more normal. 

Senator Humpnurey. Are you losing money in your operation in 
New Jersey ? 

Mr. StravurracHer. No, sir. 

Senator Humpnrey. Are you making money ? 

Mr. StaurracHer. No, sir. 

Senator Humpnrey. You are just breaking even ? 

Mr. StavurFacuer. That is about right. 

Senator Humpnrey. Well, now, it just appears to me that, when 
enough suppliers find out that they cannot make enough money in this 
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business, and that situation becomes widely spread, perhaps we would 
all get some sense and get back to real marketing, as we should. 

I still cannot understand why a man who lives in New York should 
be penalized by the tankwagon price. It is the same wagon, the 

same gas, on a Federal highway, most likely, the same United States 

of Americ a, a corporation that can deal and operate in any and all 
States of the Union. But, if you live 100 feet on one side of the 
border and run a filling station, you get it for 1414 cents a gallon; if 
you live 150 feet on the other side of the border, using the same driver, 
the same truck, with the same Federal money in the highway, the 
same citizens traveling the highway, but, all at once, the price is 3 
cents a gallon higher. Now, that may be a trade practice, but I do 
not think it makes much sense. 

Mr. StauFracuer. Well, there has to be a line some place where a 
statewide depressed price exists. Now, they choose a State line. 

Senator Humpurey. Who chooses that? That is what I am trying 
to find out. 

Mr. SravurracHer. As far as we are concerned, we are just an oil 
company trying to get in there and pitch and grow, and we have to 
observe competitive conditions. We have to observe the market 
makers, so-called. 

Senator Humpurey. Up to date, everybody I have heard testify 
talks about competitive conditions. But I read nothing in Scripture 
that indicates that it was started by divine providence, and I have not 
found any mortal man who admits that he is responsible. 

Now, how did this all happen? You do not lead in this price war, 
do you—your company? You are not leaders in it, are you? 

Mr. STavuFFACHER. We sure are not, sir. 

Senator Humpnurey. You indicated a while ago that you follow only 
to meet competition. 

Mr. STravFFacHeR. We meet competition. 

Senator Humpnrey. Do you have any idea who the culprit may be? 
I put that word in quotes. It isa pleasant word. 

Mr. Stavurracuer. No, sir. I would not single out a certain one 
person or organization. 

Senator Humpnrry. You haven’t any idea just how it got started ? 

Mr. Sravrracuer. It got started when there was too much crude 
being run and too much gas being available, in my opinion. 

Senator Humrnrey. Too much what? 

Mr. Straurracuer. Crude oil being run at refineries, with the result 
that some folks wanted to unload some place, and were so eager to 
take a price that they brought it in here and dumped it. 

Senator Humpnrey. Who do you think dumped it? 

Mr. Stavrracuer. That I can’t answer, sir. 

Senator Humpnrey. You do not know. 

Mr. SraurracHer. No, sir. 

Senator Humpnrey. I am of the opinion that you, then, apparently 
are not being squeezed eonomically or you would tell. 

Mr. SravurracHer. No. 

Senator Humpnrey. If it really hurt, somebody would start talk- 
ing. 

Mr. Sravrracrer. Again I say, when you run too much crude oil 
and you produce gasoline 
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Senator Humrurey. All right. 
gasoline? 

Mr. Sravrracuer. The gulf coast was flooded with gasoline a year 
ago. 

Senator Humpnrey. Well, now, some company produced that. 
That was not produced by an act of nature. Now, what companies 
produced too much gasoline ? 

Mr. Sraurracuer. Well, I would rather answer this way: that you 
could buy gasoline down there way below the quoted cargo prices, the 
market, the published market. 

Senator Humpurey. Now, that was not dealers, then ? 

Mr. Sraurracuer. No, sir. 

Senator Humenrey. That was refiners; is that where it started ? 

Mr. Sraurracuer. That was refiners down there. 

Senator Humenrey. So the price war started with refiners ? 

Mr. Sraurracuer. I didn’t say that, sir. 

Senator Humenrey. Well, what did you say? 

Mr. Sraurracuer. I said that—you wanted to know where the 
price war started 

Senator Humpnrey. Yes, sir. 

Mr. Sraurracuer. I said it started because of the glut of gasoline. 

Senator Humrpurey. And you said it started down on the gulf coast ; 
is that right? 

Mr. Sruurs. Last year. 

Mr. Sraurracuer. Last year, I said, there was a lot of gasoline 
aVuilable on the gulf coast. 

Senator Humpurey. All right. Now, the dealers do not own re- 
fining plants; do they? 

Mr. StaurracHer. Not commonly. 

Senator Humrnrey. So it is fair to say that the refinery companies 
owned the refinery plants; right ? 

Mr. Sraurracuer. Much of the surplus gasoline—in fact, you might 
say all of it—most of the surplus gasoline in the gulf coast was in the 
hands of the independent refiners, who had no marketing outlets. 

Senator Humpnurey. In the hands of the independent refiners? 

Mr. Sraurracuer. Right. 

Senator Humenrey. Now, of course, some people are independent 
refiners. Are they the ones who started the price war? 

Mr. SraurracHeEr. They are the ones—— 

Senator Humpnrey. [ think we are shadowboxing until we get 
down to names and places, and I am getting weary of shadowboxing. 

Mr. Sraurracuer. They are the ones who sold cargoes, and the 
cargoes came into Newark and Philadelphia and what have you; yes. 

Mr. Sruurs. Brand name? 

Senator Humpnrey. Now, what is this situation? Sometimes we 
hear around here that the Congress does this, or the White House that. 
Those are both inanimate objects. We have to get down to people 
and companies. Now, who are these things? 

Mr. SraurracHer. I can name several independent refiners. Is 
that what you want me to do? 

Senator Humpnrey. I would like to have you name the refiners that 
you think overproduced. 

Mr. Sravurracuer. Sir, I can’t tell you whether the individual re- 
finer overproduced or not. 


Now, who produced too much 
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Senator Humpnrey. What you are saying is that they all collec- 
tively produced more than the market would take ¢ 

Mr. Sraurracuer. And there was a weak market; that is right. 

Senator Humpnrey. Were you a refiner down in that area ¢ 

Mr. Sraurracuer. Yes, sir; and our runs were cut, too. 

Senator HumpHrey. Your runs were cut? 

Mr. SraurracHeER. Yes, sir. 

Senator Humpnrey. Do you think other people cut their runs? 

Mr. Sravrracuer. I should correct my statement. My company 
did not have a refinery down there. Another company associated with 
my company has a refinery down there. Their runs were cut. 

‘Senator Humrurey. In other words, the company that supplies 
you? 

Mr. Staurracuer. That is right. 

Senator Humpurey. Is there any merit to the allegation that there 
has been a surplus of gasoline in New Jersey from ‘the refineries in 
New Jersey ? 

Mr. Sravurracuer. That is awfully hard for me to answer. I am 
not trying to—— 

Senator Humpnrey. No. You were in business, and I just thought 
you might have an idea on that. The charge has been made that one 
of the reasons for the price war in New a ‘sey was because of the 
number of refineries in New Jersey that overproduced. 

Mr. SraurracHer. Oh, no, no. 

Senator Humpnrey. That is not tr ue, to your knowledge? 

Mr. SravurracHer. I certainly would not think so. 

Senator Humpnrey. That allegation was made in some testimony, 
sir, prior to your taking the stand. 

Mr. STAUFFACHER. No; I don’t believe that. is right at all. 

Senator Humpnrey. You feel that you cannot offer any enlighten- 
ment as to just how this price war got started except to say that it got 
started from overproduction ? 

Mr. SraurracHer. Senator, if I would say how it got started, I 
believe I could take a course and come up with the right idea to clean 
itup. Honestly, that is how I feel. 

Senator Humpurey. You indicated here that you knew how it 
started, but you stopped short before you got going. Don’t you think 
so¢ You indicated that it started from overproduction, when refinery 
people were selling below market prices; isn’t that right? 

Mr. Staurracuer. Yes, sir. And along the same line, all we have 
to do along that reasoning would be to cut crude runs, and then the 
market would be all beautiful again. 

Senator Humernrey. That may be true. That is what we are trying 
to do in the agricultural situation, trying to bring production into 
balance with supply. ‘That seems to be one of the means of getting 
some orderly marketing. 

Mr. SravrracHer. Well, my personal opinion is that a little cut in 
crude run would help. 

Senator Humrurey. Any other questions at this time? 

(No response. ) 

Senator Humpnrey. Anything else you have to say ? 

Mr. Sraurracuer. No, sir; thank you. 

Senator Humpnery. It is really quite a secret we have here. 
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Mr. Charles J. Guzzo, vice president, Gulf Oil Corp., Pittsburgh, 
Pa. 

Mr. Guzzo. How do you do, sir? 

Senator Humrurey. I am glad to have you with us. 

Mr. Guzzo. Thank you. Iam glad to be here with you. 

Senator Humrurey. Just proceed. Do you have a prepared state- 
ment ? 

Mr. Guzzo. Yes, sir. I would like to read it, if you do not mind. 

Senator Humpnurey. Do you have any additional copies? 

Mr. Guzzo. Yes. I will give you all you want. 

Senator Humpurey. No; I have one right here. Thank you, sir. 


STATEMENT OF CHARLES J. GUZZ0, VICE PRESIDENT, GULF OIL 
CORP., PITTSBURGH, PA. 


Mr. Guzzo. Mr. Chairman, my name is C. J. Guzzo, and I am vice 
president in charge of domestic marketing of Gulf Oil Corp. I am 
grateful for the opportunity to appear before this committee and 
present our views on the gasoline price war in the State of New Jer- 
sey, which, I trust, will be of help to your committee in analyzing the 
problem you now have under consideration. 

First, let me say that Gulf Oil Corp. and its wholly owned subsidi- 
ary, Gulf Refining Co., are engaged in the manufacture and market- 
ing of gasoline, oil, and lubricants and other petroleum products, as 
well as tires, batteries, and accessories, for resale under the Gulf brand. 
Marketing activities of these companies are conducted in 40 States. 
The function of each company is the same, but each operates in dif- 
ferent States. 

As of the end of 1954, more than 1,100 retail outlets in New Jersey 
were selling Gulf-branded petroleum products. Of these, only one 
was company-operated. More than 50 percent of these outlets were 
operated by dealers whose only relationship to Gulf was that of 
customer to supplier. These dealers either owned their property or 
leased it from someone other than Gulf. 

In New Jersey, as elsewhere, we have found 

Senator Humrurey. Now, just a minute, Mr. Guzzo. You only 
accounted for 50 percent of the dealers. Now, what did the other 
50 percent do? 

Mr. Guzzo. I am going to tell you that. It will come along later. 

Senator Humrnrey. All right, sir. 

Mr. Guzzo. In New Jersey, as elsewhere, we have found that in 
order to assure our position in the highly competitive gasoline market 
for the benefit of all our dealers, it is necessary for us either to pur- 
chase or obtain long-term leases on some properties which are con- 
sidered to be strategically located from the point of view of traffic 
and sales opportunity. These properties, whether owned or leased 
by Gulf, are in turn leased to individuals who operate their own 
service-station business. These retail outlets represented less than 
half of our service-station customers in New Jersey at the end of 
1954. 

Dealers who lease their service stations from Gulf Oil Corp. exe- 
cute a uniform written lease which is for at least a firm 1-year period, 
usually with a flat monthly rental. This lease contains no cancellation 
clause; it merely creates a landlord-tenant relationship. The lease 
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contract is in no way connected with or tied to the product supply 
contracts. The lease agreement contains no restrictive provisions as 
to the sale of competitive products on the premises. No difference 
exists in the freedom to handle competitive products between dealers 
who lease their stations from Gulf and those who do not. 

Gulf petroleum products are supplied to retail dealers, including 
those who lease from Gulf, under two standard-form sales contracts— 
one for gasoline and another for oil and lubricants. Both of these 
contracts are usually for periods of one year, but they may be longer 
where desired, and each is completely independent of the other. 
Under these two sales contracts Gulf agrees to sell and the dealer 
simply agrees to buy his requirements of Gulf-branded petroleum 
products under the terms of the contract. Neither contract is an ex- 
clusive-dealing arrangement and neither contains any agreement what- 
soever with respect to the purchase of competitive products. The 
standard-form gasoline contract is attached as exhibit A, the oil and 
lubricant contract is attached as exhibit B, and the uniform real prop- 
erty lease agreement is attached as exhibit C. 

These contracts constitute the entire agreement between Gulf and 
the dealer. Also, we require that the conduct and dealings of our 
employees always be in accordance with the terms of these contracts. 
The best proof of this is that many Gulf dealers in New Jersey stock 
and sell substantial quantities of competitive merchandise. 

So much for background information. Before proceeding further, 
I want you to know that I read the transcript of your hearing held in 
Washington on July 22. Noreasonable person would object to factual 
testimony by New Jersey dealers telling you of their economic plight 
and leveling complaints against their suppliers. But it is something 
else again if innuendos, smears, and even the tarbrush are to be the 
order of the day. I certainly resent irresponsible and unsupported 
charges that my industry spends millions of dollars in lying propa- 
ganda, that dealer witnesses before your committee will pay a price 
for their moral courage in fighting a force so powerful as the so-called 
or alleged monopoly in the oil industry, that dealers leave the in- 
dustry by the force of a powerful racket, as vicious as anything Al 
Capone ever put up, that industry henchmen are sent out to enforce 
their own law, and that the industry must be taught to be afraid. 
(Record of hearing, pt. I, pp. 50-52.) 

May I suggest that your commitee will learn nothing about the 
causes and cures of'price wars from this kind of testimony. In my 
opinion, we have been subjected to a great deal of undue and unfair 
criticism with respect to our actual relationship and practices with 
our dealers. 

Much has been said to this committee by the dealers accusing the 
big suppliers of instigating and controlling the New Jersey price war 
for their own purposes. This we must emphatically deny. Gulf 
does not have any reason whatsoever to like a price war. We believe 
that the tankwagon price of our gasoline is fair for a quality product. 
When we have to cut that wholesale price in New Jersey to meet 
competition, our profit margin is squeezed in the same way as the 
dealer’s profit margin is squeezed when he has to cut his retail price. 
For instance, in the State of New Jersey, where we sold over 10 million 
gallons of gasoline a month to our dealers in 1954, a price allowance 
costs us $100,000 per month for each cent off of our tankwagon 
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price. During that year, we had to extend allowances in that State 
alone which ran over 2 cents per gallon in some areas. It is ridiculous 
for anyone to say that our company favors price wars under these 
circumstances. 

You must also appreciate that our dealers are also our customers 
and it would be a shortsighted policy, indeed, for Gulf deliberately 
to initiate and foment a price war which could only end in financial 
hardship and loss to both the company and its own dealer customers. 
Gulf’s success largely depends upon the success of its dealers, to whom 
we sold about 70 percent of all our automotive gasoline in 1954. 

Senator Humpnrey. Mr. Guzzo, you have made a rather pointed and 
direct statement. Of course, you have a right to do that, just as 
did Mr. Dressler, the man you are referring to. Do you want to tell 
us how this price war started ? 

Mr. Guzzo. I would like to get through and then submit to ques- 
tions, if you don’t mind. 

Senator Humpurey. I hope you will keep this question in mind, be- 
cause this cozy little society where we never get down to finding out 
where it started is getting a little perplexing. 

Mr. Guzzo. That is right. 

Dealer failures cause us a tremendous administrative burden and 
can only result in severe operating losses by way of credit losses, 
training expenditures, salesmen’s time, closed stations, and so forth. 
Obviously, our best interest lies in the permanence and stability of 
Gulf dealers’ business. 

When our dealers are in trouble in a price-war area and are unable 
to meet their local competition by reason of limited resources, we 
have found it necessary to extend price assistance to them in the form 
of a temporary allowance off the tankwagon or a dealer price. 

This has been the case in New Jersey off and on for the past 5 
years. These allowances vary as to amount, time, and place, de- 
pendent entirely upon our need to be competitive with what other 
suppliers are doing for their dealers. To guard against discrimina- 
tion in making such moves, Gulf would extend these allowances to all 
of its dealers in any trading area affected by the competition in ques- 
tion. 

Normally a trading area is defined to include an entire city or 
town, and sometimes will encompass a statewide area as has occurred 
in New Jersey. Dealers may not understand this practice of defining 
trade areas. 

I think it is the reason why they have complained to your com- 
mittee of price discrimination by their suppliers. A dealer only 
knows that he did not get an allowance whereas his neighboring 
dealer in the next town or nearby highway is getting an allowance. 
Naturally, he concludes that his suppher discriminates in price against 
him. This problem is always present no matter where a supplier 
defines his trading area. For instance, when the allowance is state- 
wide in New Jersey, dealers in the adjoining States of Pennsyl- 
vania and New York feel that they. too, should have an allowance. 

I think you will unquestionably agree that a line has to be drawn 
somewhere. Since our policy is only to meet—and underscore 
“meet”—the equally low price of our competitors and protect our 
present dealer business, we believe that our trading areas are largely 
defined for us by what our competitors have already done. 
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Area competitive allowances are easily verified because most sup- 
pliers, including Gulf, show them on the face of the invoice. The 
paradox of these allowances is that if the supplier refuses to extend 
price assistance to its dealers, they would surely be out of business 
promptly and bitterly resent the refusal to help them; if the supplier 
limits price allowances to a locality, the dealers outside of such a 
locality claim discrimination; if the allowance is given in too wide 
an area, the dealers complain that the supplier is causing and spread- 
ing a price war; if the allowance is statewide, dealers in adjoining 
States claim discrimination and ruinous price practices by the sup- 
plier; and last but not least, where the price becomes uniformly the 
same in a wide area, legislators call for investigation and claim the 
public is being highjacked by big corporations. Gentlemen, you can 
see some of our problems resulting from price wars. 

Senator Humpurey. Would you mind documenting that last line 
when you get around to it? There is a uniformity of price in the 
District of Columbia and there hasn’t been any investigation by 
Congress. 

Mr. Guzzo. It is not all over, but we do have questions about why 
the uniform price is here and the uniform price is there. We do 
haye it. 

ring 1955 we put some of our New Jersey dealers on a consign- 
ment basis for their gasoline. Under this arrangement, we retain 
title to the gasoline and pay the dealer a commission for selling it at 
retail prices set by us to meet the equally low prices of our competitors 
These dealers still have 1-year lesses on their stations and buy and 
sell all other products than gasoline as they have always done. A 
“ony of our retail consignment agreement is attached as exhibit D. 
ou will recall dealer witnesses have suggested to your committee 
that suppliers should fight the price war and take the losses them 
selves. This consignment plan shifts to Gulf the heavy financial 
burden of meeting local price competition. Many Gulf dealers are 
in and out of this plan at their own request. Despite firm agree- 
ments, we do not insist that they remain on commission when the 
retail price of gasoline is sufficiently high to give them a better profit 
margin than they can earn under our consignment agreement. The 
commission we pay our dealers does not measure up to their normal 
profit margin, but it certainly helps them in a price war. I don’t 
know of any industry that guarantees a profit margin to their re- 
tailers in normal times, let alone price-war periods, so it doesn’t seem 
fair to criticize our allowances or commissions on the basis of too 
little and too late. 

Let me review for you what I believe are inconsistent dealer argu- 
ments concerning practices of their suppliers in the New Jersey 
price war. 

They omit any mention at all of the fact that gasoline price wars are 
often started by the dealers themselves without any price assistance 
whatever from their suppliers. I can assure you that we know such is 
the fact in New Jersey after more than 5 years of gasoline price wars. 
Dealers in strategic locations have learned that they can cut the price 
of gasoline and profitably increase their sales. These dealers will 
never go back to a 6.7-cent profit margin. They are the dealers who 
refuse to conform to the dictates, threats, and even violence of dealer 
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organizations, including one now under indictment for conspiring un- 
lawfully to raise the price of gasoline in violation of the antitrust laws. 
I am attaching several newspaper reports identified as “Exhibit E,” 
and I think you may agree that these price cutters are certainly rugged 
individualists, if nothing else. 

Every supplier, including Gulf, has its price cutters, but we can’t 
require these dealers to raise their price of gasoline. Moreover, Gulf 
does not discriminate against its price cutters by refusing to give them 
an area allowance when it is generally available to Gulf dealers in 
their trading area. 

One of the severest price wars in New Jersey broke out early in 
1954. It was sponsored by the dealer membership of the New Jersey 
Gasoline Retailers Association acting through its executive secretary, 
John Dressler. For some time he tried in every conceivable way to 
make suppliers fair trade their gasoline, claiming it would effectively 
prevent price wars. In a final effort to make us fair trade, the as- 
sociation advocated a dealer policy of “bottom selling” which meant 
selling gasoline at cost. By February, most dealers had followed this 
association policy. The theory of this insane policy was that the 
suppliers would now experience a price war to end all price wars. 
But Gulf refused, as always, to fair trade its gasoline anywhere at any 
time. Gulf believes that fair trade creates artificial and unrealistic 
high prices. Moreover, fair trading accomplishes nothing unless all 
suppliers adopt it and set the same price for their products. 


Senator Humpurey. Mr. Guzzo, you have fair trade among whole- 
salers? 


Mr. Guzzo. No, sir. 

Senator Humpurey. Don’t you have a rather uniform tankwagon 
price ? 

Mr. Guzzo. Beg your pardon? 

Senator Humpnurey. Don’t you suppliers have a rather uniform 
tankwagon price? 

Mr. Guzzo. I wouldn’t call it uniform; we merely meet competition. 

Senator Humpnrey. Isn’t it funny that in meeting competition it 
gets to be uniform? 

Mr. Guzzo. Well, that is the very proof that it is highly competitive, 
because if you are selling a quality product for X dollars and you ex- 
pect to get your share of that type of business, you have got to meet 
that competition or you will not get it. If you go higher you cannot 
sell it. 

Senator Humpurey. If you really wanted to compete, why didn’t 
you go below competition ? 

Mr. Guzzo. Because we could not stay in business if we did. 

Senator Humpurey. Well, is not that the purpose of fair trade? 
Fair trade is not exorbitant. Fair trade is supposed to be a price 
that will provide a man with a profit, is not that what the suppliers 
are doing? 

Mr. Guzzo. I do not think so. That is not my concept of fair trade, 
Senator; I am sorry, I wish it were. 

Senator Humpnrey. Let us get around to your tankwagon price. 
How do you arrive at that tankwagon price? 

Mr. Guzzo. The tankwagon price is arrived at by what the mate- 


rial is worth at the point of origin, plus transportation costs, other 
handling costs, plus sales cost. 
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Senator Humenrey. Plus a fair profit ¢ 

Mr. Guzzo. Plus a fair profit. 

Senator Humpnrey. That price stays pretty uniform among all 
you suppliers; does it not ? 

Mr. Guzzo. Well, we have to be competitive to get the other fel- 
low’s business. But I do not construe that as fair trade. What I 
construe as a fair trade is that you put that price on that product, you 
sell it at that or you are prohibited from selling it. No one is proh Lib- 
ited from cutting his tank price; the other fellow would meet it. 

Senator Huwpurey. From the point you are making here, from the 
point of being able to get a better price from consumers, I think it is 
fair to say that your company, the suppliers, have a little fair trade 
system themselves, even though it is not written in the law; isn’t 
that right ? 

Mr. Gu zzO. No, sir; I cannot agree with that, Senator. I am sorry. 
It is not a fair trade. It is a competitive activity. And gasoline, just 
as any other staple commodity, is freely quoted in cargo ‘lots. in b: arge 
lots, in tank-car lots, and nothing prohibits one fe llow from cutting 
the price on cargo lots; all cargo ‘ots are not sold the same. Nothing 
prohibits a guy—and ‘all tankw: agon prices are not nec essarily the 
email a fellow wants to sell somebody else gasoline at a tankwagon 
price more than the other, nothing by the supplier prohibits him from 
doing it. But if you fair trade a ‘commodity—— 

Senator Humpurey. I know about retail fair trade. I spent a lot 
of time on it. 

Mr. Guzzo. That is a concept that I have. 

Senator Humpnurey. What I am trying to get at, sir, is the reason 
that, as you say here, these price wars seem to start with retailers. 
How does it happen that you fellows who are competing with each 
other at the supplier’s level never have a little competition on price? 

Mr. Guzzo. We have a lot of it. 

Senator Humpurey. Do you! 

Mr. Guzzo. Yes, sir; a world of it, day in and day out. 

Senator Humrurey. So it is fair to say, then, some of you do lead 
in establishing these price-cut struggles; is that right? 

Mr. Guzzo. In what? 

Senator Humpurey. It is fair to say, then, that the suppliers some- 
times get themselves into this price-cutting ? 

Mr. Guzzo. Oh, sure. 

Senator Humrnrey. I am told that this price war started with 
dealers. 

Mr. Guzzo. Some dealers start it; yes. Dealers do start it, and 
suppliers start it, too. You let me get through with this and you will 
see I have covered the whole story. I have given this a lot of thought. 
And then we will come back to it. 

Senator Humpenrey. All right. 

Mr. Guzzo. The net result of this dealer association-sponsored 
price war was that a month later, Sun Oil Co. again offered price 
assistance to their dealers to restore gross margins to a more reason- 
able level, and it wasn’t long before other suppliers, including Gulf, 
found it necessary to give area price allowances to their dealers. 

In a communication dated January 7, 1954, which I am attaching 
as exhibit F, Mr. Dressler lists a comparison of retail prices for 6 
months in 1953 at the Linden Saveway multipump station and at the 
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competitive dealer cooperative station (APCA) set up in 1950 by the 
New Jersey Gasoline Retailers Association to fight Saveway. 

You will note that the cooperative dealer station admits and even 
boasts that il undersold Saveway by 2 cents per gallon during the 
last 6 months of 1953. You have to know something more about 
Saveway in order to appreciate the full significance of this dis- 
closure. Saveway commenced business in 1950 at Linden with a 
multipump station selling unbranded gasoline. They rapidly picked 
up a volume of over 500,000 gallons of gasoline per month on an ad- 
vertised savings of 5 cents per gallon. Obviously, this new unbranded 
station was attracting customers from conventional service stations 
near and far away. 

By the middle of 1950, we had at least 20 stations in trouble re- 
sulting directly from the competition of this Saveway location. 
The volume of gasoline sales in these Gulf service stations had been 
cut more than half in some cases, so ‘we were forced to adopt a price 
formula to meet the equally low price of competitors and save our 
dealers. 

But we did not then nor do we now worsen the situation by encourag- 
ing our dealers to undercut their competition. This would only lead 
to a vicious circle of price cutting to the bitter end. Undercutting 
your competitor in a gasoline price war is destructive rather than 
constructive policy, and yet in 1953 you will note that the dealer associ- 
ation, acting through Mr. Dressler, was undercutting Saveway at 
its cooperative station. I sometimes wonder just what Mr. Dressler 
is driving at in the retail market field. 

Of onething Iam sure. A price war will never be cured by a policy 
of undercutting the other fellow. Meeting a competitor’s price has 
merit in the hope that your competitor will realize in time that his 
lower price advantage is temporary at best, and he cannot retain any 
steady business by price cutting alone. 

Dealer witnesses have told you that suppliers grant discriminatory 
rent concessions to fight the price war in New Jersey. This is not 
Gulf’s policy. However, we do adjust rentals from time to time, as 
we have always done in the past, without regard to price-war consider- 
ation. 

Gulf customarily determines service-station rentals by estimating 
the potential gross revenue that the station should produce. Such 
revenue is multiplied by a 6-percent factor to determine the rental. and 
our experience has been over the years that we are able to get back 
approximately the same rent on leased stations that we must pay to 
the property owners, and we realize a fair return on the properties 
we own. 

The dealers told you something of the efforts of their association to 
get State legislation. A bill was offered and passed in the New Jersey 
Senate last year which was designed to peg gasoline at 6.7 cents markup 
for the dealer. The New Jersey voters made such a protest to Gov- 
ernor Meyner’s office that he publicly denounced this built-in price 
protection for dealers. You may be interested in some news reports 
of this interesting situation which I am attaching as exhibit G. 

In February a new dealer organization was formed under the name 
of Garden State Retail Gasoline Dealers Association, Inc. Their 
activities led to indictments which alleged that they tried to fix uni- 
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form retail prices at 6.7 cents per gallon over the tankwagon price. 
According to the indictment, dealers who refused to go along with 
the association’s price-fixing were threatened with personal violence 
and property damage, and they were picketed and blockaded by auto- 
mobiles to destroy their business. I am attaching some material of 
interest covering this situation in exhibit H. 

Much has been said about our failure to lower the tankwagon price 
and condemning our practice of using competitive price allowances. 
Gulf does not lower its tankwagon price, since that price is set to give 
us a reasonable profit on a quality product. 

In this connection, I assure you that Gulf marketing operations are 
not subsidized by production and refining activities of the company. 
All marketing activities of Gulf stand on their own, profitwise. Our 
wholesale price is not too high. Moreover, New Jersey price wars are 
not always statewide, by any means. On many occasions, these price 
wars are limited to main arteries or to particular communities. In the 
40 States where we market our gasoline, we have found that price wars 
are confined to small pockets in large marketing areas, so I would say 
that we are not going to let the tail wag the dog in setting the amount 
of our tankwagon price. 

You should also know that we have had some very unpleasant ex- 
periences in the past when we adjusted our wholesale prices. Raising 
the tankwagon price by even tenths of a cent has set off political pres- 
sures and legislative investigations which were not only time-con- 
suming but failed to prove anything. 

Accordingly, we feel that an impossible situation results if the 
tankwagon price is adjusted in price-war areas for the simple reason 
that our allowances run as high as 3 and 4 cents for temporary periods. 

My honest opinion is that price wars do not start as the result of 
any supplier’s plan or contrivance. In every instance they start with 
the decision of an individual dealer or a company—you notice there, 
Senator, I mention “or a company”— with several stations to cut their 
prices below those prevailing in the neighborhood to build up their own 
volume of business, and the neighboring dealers have the choice of 
meeting the price or seeing their business dwindle away. 

If the initial price cut is an aggressive business-getting tactic 
and not based on sound economic factors in the area, it results in 
resentment and anger among competitve dealers affected. As soon 
as temper and emotions flare, logic goes out the window and some 
decide to retaliate with an even lower price. The fight is on and usually 
runs its destructive course until tempers cool and reason begins to 
prevail, resulting in prices stabilized at a fair level above the costs of 
doing business. 

I don’t propose to moralize or assess fault in these situations. Price 
competition is an essential part of the operation of a free economy, 
and my belief is that as long as we have human beings engaging in 
business we will have price wars, not just in gasoline but in all lines 
of competitive merchandise. 

The idea of anyone in our position deliberately creating unprofitable 
and unpredictable conditions in his own market place is too absurd 
to warrant the serious thought of a sensible person. In my 40 years 
in the petroleum marketing business, Gulf has never done a thing of 
this kind, and I know of no instance where any other major company 
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has deliberately cut a price with the knowledge and intent that a 
price war would result. 

A clear-cut distinction must be made between this idea of the delib- 
erately induced price war on the one hand and keen price competition 
on the other. Nobody is more aware that I am of the fierce price 
competition in this business. 

The most significant development in this connection is the growth 
and success in the past several years of the unbranded retailer who has 
blossomed out on main street and has made the big, brighly lighted, 
well-equipped, multipump station, with its “Save 5 cents” sign, a com- 
mon sight from coast to coast. These people have been able to invade 
existing markets with, from my standpoint, alarming success and now 
have substantial and growing shares of the market. We don’t intend 
to sit back and be content to lose our business to any competitor. We 
have the right to meet competition in good faith from whatever source 
itmay come. Please don’t conclude that in asserting this right we are 
putting ourselves above the law, or that we don’t care about our repu- 
tation. Gulf prides itself on a good reputation, which is in itself a 
good reason for me to be here today and make certain that you clearly 
understand our policies. I don’t know why we should have to defend 
ourselves; but, from everything I have read, it would appear that your 
subcommittee indicted the suppliers at your hearing July 22. 

I hope you may have some constructive suggestions to offer as a 
result of these hearings. We have our responsibilities under the 
present laws, which we sincerely try to follow in determining policy 
with our dealers in depressed price areas. 

I can state without hesitation from my 40 years’ experience in 
petroleum product marketing, with much of it spent in the field in 
direct contact with our dealers, that by far the majority of them are 
satisfied, happy, and prosperous. If there is any way to improve 
the relationship between Gulf and its dealers, Gulf wants to know 
about it. 

Thank you. 

(The documents accompanying Mr. Guzzo’s statement appear in 
appendix IT (p. 481).) 

Senator Humpnrey. Mr. Guzzo, first of all, may I say that in the 
testimony that was given before this subcommittee, very little reference 
was made to your company. I think, if you read that testimony as 
carefully as you have herein indicated, you recognize that to be a fact. 

Mr. Guzzo. That’s right. 

Senator Humpnrey. First of all you mentioned the invasion of 
the normal market areas of petroleum companies and service stations 
by the unbranded gasoline. That seems to be one of the problems here ; 
is that correct ? 

Mr. Guzzo. Yes; it is one of the problems, pricewise. Yes, sir. 

Senator Humpnrey. Where do these dealers get this unbranded 
gasoline ? 

Mr. Guzzo. Oh, they buy it from different refiners, different 
producers. 

Senator Humpnrery. Is this unbranded gasoline as good a quality 
of gasoline as, let’s say, Gulf gasoline ? ; 

Mr. Guzzo. Well, I suppose that some of it is, Senator: some of it 
isn’t. I don’t know that there is any guaranty as to uniformity of it. 
I don’t know that they have a continuity of supply. 





GASOLINE PRICE WAR IN NEW JERSEY 295 


Senator Humpurey. I meant, if you get a gallon of it, does it work 
as well as any other gasoline? 

Mr. Guzzo. Well, in some cars it does; yes, sir. 

Senator Humpnrey. These unbranded stations have to buy this 
vasoline from a refiner; don’t they ¢ 

Mr. Guzzo. Yes, sir. 

Senator Humpnrery. Do the refiners of these unbranded gasolines 
make any money ? 

Mr. Guzzo. I beg your pardon? 

Senator Humrurey. Do the refiners of these unbranded gasolines 
make a profit ? 

Mr. Guzzo. Oh, I judge they do, or they wouldn't be in business. 

Senator Humpurey. Does the unbranded filling station make a 
profit ? 

Mr. Guzzo. I judge they do, Senator; yes, sir. 

Senator Humpurey. Are the refiners of unbranded gasolines some- 
times also the refiners of branded gasoline ¢ 

Mr. Guzzo. Yes, sir. 

Senator Humpurey. So sometimes you get the same kind of gasoline 
in an unbranded station as you do in a branded ¢ 

Mr. Guzzo. Not always, Senator. 

Senator Humrurey. I said sometimes. 

Mr. Guzzo. Yes; sometimes. Most of the unbranded people buy 
gasoline on specifications. 

Senator Humpurey. On specifications? 

Mr. Guzzo. Yes. 

Senator Humpnrey. What I am trying to get at, sir, is that it ap- 
pears to me that the unbranded station—now speaking of them—the 
unbranded station is in business for the same purposes as a branded 
station is, to make a profit. 

Mr. Guzzo. To make a profit; that’s right, and I have no quarrel 
with them. I just pointed that out as one of the problems that our 
dealers are faced with today. 

Senator Humpurey. And it appears to me that the refiners of the 
unbranded gasoline are also in business to make a profit. 

Mr. Guzzo. Yes, sir. 

Senator Humpurey. And your testimony would indicate from your 
knowledge that that is what they are doing. 

Mr. Guzzo. Well, I judge they are, or they wouldn’t be in business. 

Senator Humpurey. All right. Why is it that it costs so much 
more to get a branded gasoline, then, than a nonbranded gasoline? 

Mr. Guzzo. (No response. ) 

Senator Humpurey. Why is it that it costs more to get a branded 
gasoline than it does a nonbranded gasoline ? 

Mr. Guzzo. Well, I am not so sure that it costs so much more, Sena- 
tor. You must bear in mind that a branded gasoline has been estab- 
lished through the means of advertising and sales promotion. 

Senator Humprnrey. That is correct. 

Mr. Guzzo. And naturally, a concern that is marketing a branded 
product is carefully guarding the quality of that product because 
it has advertised under its name 

Senator Humpnrey. Yes. 

Mr. Guzzo. And that is a continuing cost. And you have to have 
your wholesale depots, your terminals, or your places to supply these 
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stations. Then you have to have salesmen, paid salesmen, to help the 
dealers to merchandise their products; and it is an entirely different 
type of business, whereas the other fellow buys his gasoline, sells it 
under his own name, and the only attraction he has is price. 

Senator Humpreey. Isn’t there an advantage to volume production 
and volume sales? 

Mr. Guzzo. Yes; there is an advantage to volume sales, because 
that is why some of these fellows cut the price, so that they can increase 
their volume. 

Senator Humpnrrey. Yes, I realize that. I mean, in the branded 
product, too. 

Mr. Guzzo. I beg your pardon? 

Senator Humpnrey. On the branded product. Take, for example, 
your company. 

Mr. Guzzo. Yes, sir. 

Senator Humpurey. Your subsidiary or your affiliate, in refining, 
I imagine, refines more gasoline than any unbranded refinery would. 

Mr. Guzzo. Oh, yes. 

Senator Humpurey. Can’t you refine that gasoline under the effi- 
cient operation of your company for as little as or not more than a 
refinery for unbranded gasoline? 

Mr. Guzzo. Well, Senator, we feel that we have the best gasoline, 
and we do the very best we can to make it the best on the market, 
and there is more to it than manufacturing the gasoline. You have 
to market it. 

Senator Humpurey. I realize that. 

Mr. Guzzo. And it takes a sales organization; and, as I said a 
moment ago, you have to promote it by advertising, by sales promo- 
tion. You have to assume the obligation of having places at strategic 
points to distribute it; and there is a lot more to it than just manu- 
facturing. 

Senator Humpnurey. Yes; I realize that. 

Mr. Guzzo. If we went out of the marketing business completely 
and just had refineries, we would just sell it to anybody and every- 
body; but we are in the marketing business and our refineries, for the 
most part, manufacture products for us to sell through these outlets. 

Senator Humpurey. Yes. I understand the difference between a 
nationally advertised product and a nationally merchandised prod- 
uct, with all the apparatus of salesmanship and merchandising and 
promotion that goes into that, as compared with an unbranded item. 

Mr. Guzzo. That is right. 

Senator Humpurey. I have been in business long enough to know 
that. 

The thing that I have also noted, though, is that one of the advan- 
tages of a nationally advertised product is that it can command a 
better price. 

Mr. Guzzo. Well, it should. 

Senator Humrnmrey. Well, it generally does in most commodities. 

Mr. Guzzo. That is right. 

Senator Humpurey. So that, actually, the unbranded gasoline is 
not as much of a serious factor in a price war 

Mr. Guzzo. When they get the prices too low, it is, Senator, because 
my experience has been that people—and this is purely a personal 
observation—they will come to John Smith’s station and pay him a 
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penny or 2 more, but when it comes to 3, 4, or 5 cents more, they will 
pass their best friend up and buy from somebody else. 

Senator Humpnrey. Yes; that may be true. 

Mr. Guzzo. There is a factor there where it begins to affect the 
volume, 

Senator Humpurey. All right. Now, what is your advertising and 
merchandising cost per gallon of gasoline in your company’ You 
know that figure, as an “officer of domestic sales. Every company 
knows what its advertising overhead cost factor is. 

Mr. ‘iuzzo. I would like to give it to you accurately. Do you mean 
on gasvline ? 

Senator Humpnrey. Yes. 

Mr. Guzzo. Well, we have an annual advertising and sales pro 
motion budget, Senator, and, of course, it applies to gasoline; it 
applies to motor oil, and it applies to everything that we sell. 

Senator Humpurey. Of course, motor oil is a much more profitable 
item than gasoline. 

Mr. Guzzo. Yes. Gasoline and motor oil are two popular items. 

Senator Humpurey. And one is much more profitable than the 
other ¢ 

Mr. Guzzo. I beg your pardon ¢ 

Senator Humpurey. One is much more profitable than the other. 

Mr. Guzzo. Gasoline is the major part of our business. 

Senator Humpurey. I am talking about percentagewise. You make 
more on a quart of oil than you do on a gallon of gas. 

Mr. Guzzo. Yes. But on volume busines, we make more. You 
notice we pitch our advertising toward our leading products, our 
premium-grade gasoline and our premium motor oil. 

Senator Humpurey. Of course. 

Mr. Guzzo. I would be glad to give you that information in detail, 
but in order to be fair with your committee, I would rather give 
you the advertising costs and the sales costs, so that you could derive 
some sense out of it, because any figures that I would give you now, 
I would have to add this, that, and the other to it. 

Senator Humpurey. Let me tell you the reason I asked the ques- 
tion, so that it will not be embarrassing 

Mr. Guzzo. It is not embarrassing at all, Senator. I want you to 
know that. 

Senator Humpurey. I know that, because you have corporation 
reports, and so forth. 

Mr. Guzzo. That is right; annual reports. 

Senator Humpnrey. What I was trying to get at is that the un- 
branded gasoline that drops 5 cents below the branded gasoline price 
is being sold by a man or an operator who still wants to make a 
profit, and he is still selling gasoline. He also has to put up a station. 
Ife, too, has to have some kind of advertising. He pays taxes. He 
has some overhead costs, like anybody else. 

Now, I recognize that between unbranded and branded gras that 
there is a price differential, but what I am trying to find out is, if 
an unbranded company can drop the price 5 cents, whether or not 
the price of the branded may not be slightly overpriced. 

Mr. Guzzo. No. Senator, I believe that I could explain that in this 
way. That fellow, whoever he may be—and I want to preface my 
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remarks by saying that in what I have said, I have tried to be factual— 
we are interested in our dealers. Our dealers have to make a living. 
If they do not stay in business, we do not stay in business. 

But that unbranded dealer who sells gas at 5 cents a gallon less, 
could not afford to sell at that low a price unless he had a tremendous 
volume. 

Senator Humpnrey. Well, just be the Devil’s advocate here for 
a moment. That fellow who sells at 5 cents a gallon less than your 
station, had to buy that gasoline, and, if he sells it for less than it 
costs him, it does not make any difference how much volume he has; 
he is not going to be long in business. 

Mr. Guzzo. No. He probably does not sell at less than cost, but 
he could get away with less profit per gallon, much less profit, than a 
Gulf dealer or a Standard dealer or a Shell dealer or some other 
dealer who has a normal neighborhood business or normal highway 
business, and who just could not expect that tremendous volume. 

Senator Humpurey. Is it fair to say that a price differential of, 
let us say, from 114 to 21% cents on offbrand gasoline is not unusual ! 

Mr. Guzzo. That is right. That is a fair one. 

Senator Humpurey. You do not consider that to be any real com- 
petitive advantage? 

Mr. Guzzo. That is right. My own judgment is—and that is 
purely my personal opinion—that about 2 cents is about what you can 
have. You contact your many friends, and the average individual 
will not pass up a good dealer, a good, going dealer, with whom he 
is doing business, for anything better than 2 cents a gallon. Up to 
2 cents, he will not pass him up. But if it gets above that, or the 
price below that, then he will pass him up and give him a trial, anyway. 

Senator Humrenrey. You see, one of the points that I am trying to 
consider—maybe I am spending too much time on it—is whether or 
not the cost of the tankwagon price of gasoline to a dealer, when he 
is in this kind of unusual competitive situation with an offbrand, 
or with an unbranded competitor if that tankwagon price may not 
include just a little bit too much for what we call promotion, so 
that your dealer is really somewhat behind the eight ball and penalized 
a bit. 

Mr. Guzzo. Well, some would probably say that, Senator, some 
people who are in the position of saying that stations should be cut 
down in number or cut down in this. They would probably say, well, 
if you had fewer stations, you could get by with a smaller profit. 

But our present system, free-enterprise system, is grand for the con- 
sumer, because he is getting the best of service, and dealers do take care 
of his wants, his everyday wants, whereas a lot of these fellows who are 
sausing all this disturbance are not too much concerned about giving 
service or maintaining a volume over a period of time, except getting 
a big volume and small profit. 

Senator Humpurey. Yes. I can appreciate that. I believe in a 
large number of outlets. I want you to know that. I do not believe 
in having any one company having control in the field and having a 
limited number of outlets. 

Mr. Guzzo. That is right. 

Senator Humpnurey. I sometimes think of breakfast foods. You 
really buy cartons. 

Mr. Guzzo. Yes. 
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Senator Humpnrey. And you actually can over-televize some things, 
you know. 

Mr. Guzzo. That is right. 

Senator Humpnrey. And you cannot eat that. And [ just won 
dered—there does come a point, it seems to me, that the price is based 
more on what they say about the commodity. 

Mr. Guzzo. Well, of course 

Senator Humpurey. Now, do not misunderstand me. 1 believe in 
national advertising and nationally advertised products. 

Mr. Guzzo. Yes. 

Senator Humrurey. But I think that, when you are in a competitive 
situation such as this, that, again, the losses or the reductions that are 
shared have to be dispersed between both the dealer and the supplier. 

Mr. GUzz0. Ordinarily, those things, of course, seek their level, 
Senator—supply and demand. They pretty well seek their level. 
You and I know, Senator, that, in countries that do not have a free 
enterprise system, they certainly have not benefited as much as con- 
sumers in our country have. 

Senator Humpnrey. I surely concur with that. But I want to say 
that countries that have permitted unregulated c ompetition have soon 
gotten rid of the free-enterprise system. That is what is worrying 
this Senator, because I happen to believe in competition. 

Mr. Guzzo. [know youdo. I know you do. 

Senator Humrenrery. But if you have competition to a point where 
it becomes cutthroat, where you start using broken economic pop 
bottles— 

Mr. Guzzo. Yes, that is terrible. 

Senator Humpurey. Then you destroy the system. 

Mr. Guzzo. That is right. I agree with that wholeheartedly, Sena 
tor. Wecertainly do not approve of that. 

Senator Humpnrey. Now, back here where you were talking about 
the testimony of Mr. Dressler, is there not some credence or some 
reason to believe that some of the reason for the testimony of these 
dealers is because they find themselves in an increasingly desperate 
situation? You know, when people start to lose their shirts, when 
they see their business being liquidated, they become a little more 
emotional and desperate. 

I have gone through with 3 years of visiting certain areas of this 
country, and I just came back from a meeting. I will take a moment 
to tell you about it. 

Mr. Guzzo. Yes, sir. 

Senator Humpnurey. This was my third appearance before this par 
ticular group. <A year ago, when I talked to these farm people, they 
were quite vociferous about what was happening to them, Last year 
they were angry. This year, they are sullen, and they are really fit 
to be tied. It. vets worse as you go along, and they want more imme- 
diate responses, more positive : and almost desper: ate action in order to 

rectify their situation. Now, this happens in every line of activity. 

Mr. Guzzo. Yes. 

Senator Humpnrey. For example, I am interested in the retail 
business. When I see discount houses just literally ruining the whole 
business, it does not make me very happy. 

Mr. Guzzo. Of course, not ; of course, not. 
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Senator Humpnrey. And that is what has happened. And, if it 
continues to happen long enough, you are going to see a lot of people 
who become ever more desperate, and their testimony is going to be 
more emotional, more supercharged. 

Mr. Guzzo. That is right; yes. 

Senator Humpnrey. What this association that Mr. Dressler was 
connected with was attempting to do, was to fight fire with fire. Now, 
I disagree with their methodology in that particular instance of say- 
ing, “If you want a price war, we will give you a good price war.” 
This is the act of desperation. There is no doubt about that. 

Mr. Guzzo. That is right. 

Senator Humpnrey. But I think that you and other suppliers ought 
to recognize that the situation has become so grave that a number of 
these dealers are becoming extremely anxious and insecure. 

Mr. Guzzo. Iam sure of that. 

Senator Humpnrey. The people that I heard impressed me by their 
statements. They are good Americans. 

Mr. Guzzo. Iam sure of that; positive. 

Senator Humrnrey. They worked hard. They were husbands and 
wives, fathers and sons, losing their shirts, through no fault of their 
own, except some predatory business that is going on here that is 
driving them to the wall. 

Well, now, that is a good sign of a good American. He wants to fight 
back. And he may swing a little wildly, but he wants to fight back. 

Mr. Guzzo. That is right. 

Senator Humrnurey. Now, I have been trying to find out here for 
several months through staff reports and through investigation how 
this situation started; and nobody seems to know. If they do know, 
they keep it a secret. How do you think it started ? 

Mr. Guzzo. May I say this, Senator: My sympathies are with the 
dealers. I just wish that in the testimony they wouldn’t refer to 
all wholesale suppliers, to just the specific and not put everybody 
as a cause of it. 

Senator Humpurey. By the way, I asked them to identify them- 
selves as to their companies. I think you know, Mr. Guzzo, that you 
came out very well. 

Mr. Guzzo. I know, and I appreciate it, too. And I want you to 
know that I have been with the Gulf Oil Corp. since 1914, and I have 
spent 75 percent of my time with dealers, and the best friends I have 
in the world are Gulf dealers all over the country. And I am in 
sympathy with their plight, and I want to help them. But I want 
to keep the record straight so that we are not falsely accused as : 
supplier, just one of the suppliers. That is all. I don’t know how 
these things start 

Senator Humpnrey. What would you think if you found yourself 
in a situation—you are the vice president of your company, you hold 
a very responsible position, you are a man of outstanding ability or 
you wouldn’t be where you are, and your testimony indicates your pro- 
found knowledge of your industry 

Mr. Guzzo. Thank you. 

Senator Humrurey. What would you think if you found cut- 
throat competition among the suppliers to a point where you never 
knew the next day what was going to happen to you, and you were 
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ground down, and ground down, and ground down to where you lost 
money and your plant was going to be liquidated? What kind of 
testimony would you give? 

Mr. Guzzo. I would probably give the same kind of testimony they 
gave, Senator, except that I believe sometimes probably they stay in 
certain areas to a point where they get frustrate: t 

Senator Humpnrey. That is what has happened, perhaps. 

Mr. Guzzo. And I think, if I were those dealers, I would seek 
greener pastures. 

Senator Humpurey. Some of them have, there has been a rapid 
turnover. 

Mr. Guzzo. They could get other localities. The situation in New 
Jersey, I am sure, is going to be corrected one day, because the thing 
can’t continue forever as it is today. 

Mr. Srutrs. Is it going to be corrected by having an increasing 
amount of business done by a fewer number of outlets ¢ 

Mr. Guzzo. I beg your pardon? 

Mr. Srutrs. Is the trend toward a fewer number of lar ger outlets? 
This is the logical extension of your statement that they ought to get 
out and get into greener pastures. 

Mr. Guzzo. Well, sometimes you become frustrated in one location. 
Competition is just as bad all over the country. And we are not 
having similar price wars to New Jersey all over, although we are 
having them in spots. And I don’t believe—I was answering the 
Senator’s question, what I would do in a situation of that kind—I 
don’t believe in muscling people out of business, I can assure you of 
that, because there is a tremendous demand for good dealers, and there 
are a lot of good dealers all over New Jersey who can use their 
energies profitably. The gasoline dealer business is an excellent busi- 
ness; and I know of no place i in the world where a man can make a 
better record than a dealer in a service station. If he can’t make it 
in one place, he should go to another. 

Mr. Srurrs a hat is your turnover in New Jersey ? 

Mr. Guzzo. I don’t have the—I answered that questionnaire. Our 
turnover is a little worse than it isin most places. In the questionnaire 
that we answered, in 1924 it was 24 percent. 

Mr. Struts. 1954? 

Mr. Guzzo. I mean 1954; yes. I have investigated that and I find 
that some of those, of course, were stations that we had to move because 
the trading centers are continually changing and new trade centers 
are created, highway changes, and the like. It is much too high. 
But we are c ontinually wor king i in the direction of making our dealers 
happy, because, if they don’t make money, we can’t stay in business. 
We want them to make money, and we give them every assistance we 
possibly can, short of telling them what to do. We can’t tell them 
what to do, because that is not our prerogative. 

Senator Humpnrey. The hour is getting late, and I know that some 
of the counsel and the associate counsel here on the committee wish 
to ask some questions. But, really, we are not here to have an argu- 
ment, and we are not going to have it. Very frankly, it has been a 

very disturbing pr oblem to me. 

Mr. Guzzo. I know it has. 

Senator Humpurey. I took time out of work in my own area to 
come and listen to the testimony. The New Jersey gas war was some- 
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thing I had just read about. I have a responsibility as a subcommittee 
chairman, and I have never heard so much testimony relating to one 
State in my life as I heard on this. I have been sitting listening to 
testimony for 3 months. Can you indicate, first of all, what really 
started this miserable situation and how we can get out of it? Is 
there any program, any plan; is there anything that a committee like 
this can do? I want you to know that I am as interested in the 
testimony of the suppliers as I am in that of the dealers; I said so 
at the time. 

Mr. Guzzo. I know you are, Senator. I have followed all the things 
I have read in the paper about it, and I admire you for getting into it. 
And I wish I knew the answer, but, frankly, I believe that the industry 
will find the answer and cure the situation through the normal process 
of free enterprise. I don’t think it can continue as it is, forever. I 
don’t, Senator, honestly—and I am honest about this 

Senator Humpnrey. | accept your statement. 

Mr. Guzzo. I don’t believe that the answer is in national legislation 
or State legislation; honestly I don’t. 

Senator Humpurey. Well, we are not going to do any unnecessary 
work, I can tell you. 

You mentioned there a while ago on page 12 of your testimony, 
where you were trying to give us some idea as to how these price wars 
started. You said: 





In every instance they start with the decision of an individual dealer—— 

Mr. Guzzo. Or a company. 

Senator Humpurey (reading) : 
or a company with several stations to cut their prices. 

Do you have any particular reference there? 

Mr. Guzzo. No; just people get too ambitious for gallonage. It is 
the same story, same history, they get too ambitious, and they get to 
thinking, “If I cut the price, I can double my volume and not have to 
increase my manpower.” And soon the fellow down the street has 
to meet it. And they find that they didn’t gain a thing in the world 
by cutting the price. It is just like asore. It spreads all over. And 
I must say that New Jersey has been terrific, terrible. 

Senator Humpiurey. You mentioned here later on in your testimony 
about one of the companies—or was it before that? I became so en- 
tranced with your reading of the testimony, sir, that I didn’t make 
all the notes I was supposed to, 

Mr. Guzzo. I tell you, I have really studied this, Senator. 

Senator Humpurey. You surely have. 

Mr. Guzzo. It represents my honest opinion. 

Senator Humpnrey. I think you mentioned one company, the Sun 
Oil Co.; didn’t you? 

Mr. Guzzo. Well, I merely mentioned it in passing, because in that 
particular, according to the information I have, they took the initia- 
tive in rendering this assistance, and the rest of them followed. I 
merely used that as an illustration. 

Senator Humpnrey. You said on page 9: 

The net result of this dealer association-sponsored price war was that a month 
later Sun Oil Co. again offered price assistance to their dealers to restore gross 


margins to a more reasonable level, and it wasn’t long before other suppliers, 
including Gulf, found it necessary to give area price allowances to their dealers. 
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Mr. Guzzo. In other words, it got right back to the same assistance. 

Senator Humpurey. Before this association started on this bottom 
selling, there were price wars, weren’t there? In other words, the 
bottom selling, Operation Bottom Selling, was sort of like the Battle 
of the Bulge, s so to speak. 

Mr. Guzzo. That is right. 

Senator Humpurey. It was like a last desperate effort 

Mr. Guzzo. It was an experiment that didn’t work. 

Senator Humpnrey. I refer to the Battle of the Bulge, I mean in 
this instance the oposition, the enemy. 

Mr. Guzzo. That is right. 

Senator Humpnrey. Do you have any indication or any evidence 
as to whether or not some suppliers might have been working with 
dealers earlier ? 

Mr. Guzzo. No, I have not. 

Senator Humpurey. In order to get markets ? 

Mr. Guzzo. No; I have not, Senator. 

Senator Humpurey. You don’t have any such information? 

Mr. Guzzo. No; I have not, 

Senator Humpurey. What makes you think that 1 or 2 dealers 
would be able to—— 

Mr. Guzzo. Well, from the—— 

Senator Humpnurey (continuing). Would be able to start this kind 
of a price war if they weren’t getting some help from suppliers when 
they started ? 

Mr. Guzzo. Because these 1 or 2 or more dealers are willing to work 
on a lower margin of profit than the others. You see, we have no 
right—we have no desire to tell them what to sell at. So 1 or 2 fel- 
lows say, “I believe I can cut my price a couple of cents and not in- 
crease my help, double my volume and make more money.” So there 
he goes—they are ambitious, feeling that they can get away with it, 
and they just don’t get away with it. The result is that it hurts 
the entire dealer organization. 

The reason that I referred particularly to this case here is because 
it hurts some of our dealers pretty seriously. I don’t like to see our 
dealers hurt economically, because when they are hurt economically 
they are hurt every way, and they hurt us; and when they are unhappy 
they hurt us. 

Mr. Jente. You can’t help us, Mr. Guzzo, on who those suppliers 
are who may be contributing to the outbreak of price wars in New 
Jersey ¢ 

Mr. Guzzo. I don’t think so, Mr. Jehle. I don’t know. 

Mr. Jentr. You don’t know the 12 major oil companies that are 
marketing ¢ 

Mr. Guzzo. Yes. I don’t think that any supplier is directly re- 
sponsible for it. You mean, who supplied who? 

Mr. JEHLE. Contributing. 

Mr. Guzzo. No. 

Mr. Jente. However, you do know that the association contributed ? 

Mr. Guzzo. Well, it was public knowledge. 

Mr. Jeute. Public knowledge? 

Mr. Guzzo. Yes; it came out in the open. Now, if the suppliers do 
the same thing, I would like to see it out in front. I would be glad 
to say so. But I haven’t seen such. 
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Mr. Jeute. So far as you know of your competitors’ marketing 
practices, there is nothing that you would criticize about those prac- 
tices ? 

Mr. Guzzo. You mean as far as this subject is concerned ? 

Mr. JeHLe. Yes, sir. 

Mr. Guzzo. Not that I know of; no; not as far as I know. 

Mr. Jen.e. Mr. Guzzo, you know that your 

Mr. Guzzo. Are you trying to get me to say that all of my com- 
petitors do business to my liking? Of course that isn’t true. You 
see, I’d like to have all the business. But, of course, that is impossible. 

Mr. Jenxe. But there is no complaint, though, about their prac- 
tices ¢ 

Mr. Guzzo. No. We like to slug it out on a free-enterprise, open- 
competitive basis. We are perfectly happy with the lower—we are 
not happy with the price wars, but we want to slug it out on a free- 
enterprise, competitive basis. 

Senator Humpurey. Some of the dealers thought that that was 
aoe, cag they thought that they were the ones up in front catching 
the bulls, 


In other words, the dealers said to us, “Look, we get in these price 
wars and we have to take a licking for 2 or 3 weeks before price adjust- 
ments are made. We are the fellows who are wounded; we are the 
shock troops.” And after a while the suppliers come in and say, “I 
see we have a fight out here. Maybe we will have to join in on this.” 

Then we get a new level of fighting. I won’t say a higher level— 
I think it is a little lower level of price wars. 

This is the general portent of what the dealers had to say. As you 
read in the testimony, first of all, many of the dealers were not critical 
of the suppliers. I think that is fair to say. 

Mr. Guzzo. Yes. 

Senator Humpurey. They got critical of the suppliers after things 
kept going from one bad stage to another. 

Mr. Guzzo. Yes. 

Senator Humenrey. But it was their view, as I recollect the testi- 
mony, that, “Good old rough competition, yes, but who gets roughed 
up?” And they are the ones who say, “We can’t take it.” 

In other words, it is one thing for a man who has big capital re- 
sources, tremendous reserve, technical know-how and management 
competent in several depths—he can afford to engage in this rough 
competition. But, once it happens to the father and son trying to 
run the station with limited capital and they take a beating for about 
2 weeks, they may be done through. 

Mr. Guzzo. That is right. I can understand that. And, Senator, 
no company has such resources to stand this indefinitely, either; I 
want you to know that. It squeezes pretty tight. 

Senator Humpurey. Well, I think that would be true if it became 
universal. But I can’t help but feel—I like to be candid with you— 
I can’t help but feel that the companies, while they are unhappy about 
the situation in New Jersey, recognize that this situation in itself is 
not one that would break them or would cause them serious economic 
reverse, because, if they can take a tankwagon and run it right across 
the State line and get 2 or 3 cents a gallon more than they get in New 
Jersey, they balance it somewhat. There is no doubt about that. 
Mr. Guzzo. Well, it is not a happy situation, though, Senator. 
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Senator Humpenrry. I grant you that it isn’t. And I don’t think 
you want it. 

Mr. Guzzo. No. And the price is not sufficiently high in the ad- 
joining States to take care of the losses in New Jersey, to take care 
of the price that we should have in New Jersey. It is not a happy 
situation in any shape, manner, or form. ; 

Mr. JeHur. Mr. Guzzo, I would like to refer your attention to 
exhibit D attached to your statement. This document is called a retail 
consignment agreement. 

Mr. Guzzo. Yes. 

Mr. JeHue. In other words, it establishes an agency to sell to your 
dealers. 

Mr. Guzzo. Yes, 

Mr. JeHte. An agency to sell ? 

Mr. Guzzo. Commission agency on gasoline. 

Mr. Jenue. On gasoline only? 

Mr. Guzzo. But it still has the lease on it. 

Incidentally, we have none in New Jersey at the moment, but I just 
gave it to you for what it might be worth—in other words, to demon- 
strate that we have tried things to help the dealers. 

Mr. Jenue. This is a new consignment plan ? 

Mr. Guzzo. No. We have had it in effect almost a year, I would 
say—not entirely new. 

Mr. Jenir. But you contemplate using it in the State of New 
Jersey ? 

Mr. Guzzo. Wherever we can use it, so that our dealers stay in 
business, and it can be advantageous to them, we will use it; yes, sir. 

Mr. JEHLE. Has Gulf Oil Co. used it yet? 

Mr. Guzzo. Oh, yes. I might tell you we have almost 300 of them 
in the State of Texas. 

Mr. Jenue. In New Jersey? 

Mr. Guzzo. No, no; we don’t have any in New Jersey at the moment. 

Mr. Jente. But you are contemplating using it 

Mr. Guzzo. We will probably use it again, yes. 

Mr. Jeux. Sir, is the principal generally responsible for the acts 
of his agent within the scope of that agency 

Mr. Guzzo. I didn’t hear you. 

Mr. Jenie. Did you have anything to do with the preparation of 
this agreement, sir? 

Mr. Guzzo. This agreement ? 

Mr. Jeuie. Yes. 

Mr. Guzzo. No. Our attorneys prepared it. 

Mr. Jenie. Your attorneys prepared it? 

Mr. Guzzo. Yes. 

Mr. Jeune. Well, were they bothered at all by this statement? Now, 
you told me that this establishes an agency to sell. I read in para- 
graph 6: 

The consignee shall not represent himself nor permit any of his employees to 
represent themselves as agent or employee of the consignor. 

Mr. Guzzo. The gasoline is merely consigned to him, and he is re- 
sponsible to us for that consignment of gasoline, and we pay him a 
commission for it. } 

Mr. JeHLE. Who is responsible, sir, when the dealer is out in the 
drive as your agent, for putting that gasoline in the automobile, and 
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he has a cigarette in his mouth, a spark falls into the gas tank and the 
car goes up in flames; who is responsible, sir? 

Mr. Guzzo. Well, I judge he would be, but every time one of them 
happens, we get into it, too. 

Mr. JeHLE. Sir, you can’t run with the hares and hold with the 
hounds. 

Mr. Guzzo. Yes; I understand. 

Mr. Jeune. It is either an agency relationship you have established 
with your dealers, or it is a contract to sell. 

Mr. Guzzo. Yes; we consign him the gasoline, and he employs his 
own help. We pay him a commission on gasoline, and it is our product 
until he sells it, and he buys the lubricating oil, he buys his tires, 
batteries, et cetera. 

Mr. Jenxe. You say it is your product, Mr. Guzzo, until he sells it # 

Mr. Guzzo. That’s right. 

Mr. Jenie. However, I notice that you have him pay for the gaso- 
line upon delivery, which is certainly characteristic of a sale. 

Mr. Guzzo. Well, he doesn’t actually pay for it on each. He pays 
for it as he sells it, probably second or third delivery. 

Mr. Jeuue. I am reading from your own agreement here. 

Mr. Guzzo. Yes, I understand. 

Mr. Jeune. Is he an independent contractor or he is an agent? 

Mr. Guzzo. He is actually an agent himself, as far as that gasoline 
is concerned. 

Mr. Jen.e. So he has a manyfold relationship with your company, 
tenant to landlord ? 

Mr. Guzzo. Yes. 

poe Jeune. That of purchaser to seller and that of agent to prin- 
cipal. 

Mr. Guzzo. Well, he functions as a commission agent for the gaso- 
line that is consigned to him. He has a station lease from us and, to 
all intents and purposes, they are his premises. 

Mr. Jeuur. His neat 

Mr. Guzzo. That’s right. 

Mr. Jeute. Do you pay part of the rent while this consignment 
agreement is in effect ? 

Mr. Guzzo. I beg your pardon? 

Mr. Jeune. Is part of his rent rebated to him while this agency 
agreement is in effect ? 

Mr. Guzzo. No, no; he pays rent just like any other dealer does, 
and then we give him a commission on the gasoline, taking the rent 
into consideration. He pays the rent. 

Mr. Jenwe. He pays the rent? 

Mr. Guzzo. And then he makes his full profit on all other items, 
just as any other dealer does. And then we get this case quite often: 
The fellow is on a commission basis for a while. Then he says, “I 
would like to have it on a full dealership basis.” So we let him have 
it as a dealer. 

Mr. Jente. You are quite certain, then, sir, in your mind that this 
is an agreement to establish an agency to sell? 

Mr. Guzzo. I thought so; yes, sir. I thought so. Of course, you 
lawyers have a way of wording these things. 

Senator Humpnurey. I am with the witness on that. 
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Mr. Guzzo. That is really technical. What we do—I wasn’t trying 
to be facetious 

Mr. Jeune. I know you were not. 

Mr. Guzzo. We tell our attorneys what we have in mind, what we 
are trying to do. Then they draw up the agreement. They will be 
vlad to interpret it for you in a legal form. 

Mr. Jeux. We would like to talk to him on that. 

Mr. Guzzo. Be glad to. 

Mr. JeHue. Mr. Mechem in his work on sales, volume 1, section 46, 
has this to say: 

The distinction between sale and an agency to sell is ordinarily clear and 
simple, but unfortunately, many cases are presented in which the parties, for the 
purpose of evading the operation of some local statute, of defeating the claims 
of creditors, or otherwise, make contracts involving such a confused jumble of 
the elements of both sale and agency that it is exceedingly difficult to determine 
their true character. Certain of these contracts have evidently been framed 
for the purpose of concealing a sale under the guise of an agency, while others 
have been drawn with the view to having them construed as contracts of sale or 
agency, as might best suit the convenience or subserve the purposes of their 
framers. 

That, sir, I think, is a fairly good observation on this instrument 
here. That dealer is told that he may not represent himself as an 
agent of the Gulf Oil Co. Furthermore, you assume no responsi- 
bility for the acts or omissions of consignee, his service or employees in 
management and operation of said business. 

Well, how is that dealer to know what his relationship is to you by 
means of this instrument ? 

Mr. Guzzo. Mr. Jehle, we have had no difficulty whatsoever. The 
only time we use this kind of an instrument is when a dealer prefers 
going in on this basis rather than invest his own capital in gasoline. 

It gives us an excellent instrument to take a young fellow who wants 
to go into business for himself without borrowing or putting in a lot 
of capital, and going into it. We don’t force this on anyone. And it 
is one of the things | that is available where it is practical to be used, 
and, at the same time, he gets a commission on his gasoline, and ac- 
cording to which way the price situation goes. 

Mr. Jenxie. Has the Gulf Oil Co. ever forgiven rent / 

Mr. Guzzo. Forgiven rent? 

Mr. Jenne. Of their dealers? 

Mr. Guzzo. For price reasons, price wars 

Mr. Jente. During price wars. 

Mr. Guzzo. No,sir. The only time is where we have hardship cases, 
where a fellow will get up against it, and we are not going to put him 
in jail. We might credit him with it in an exce ptional case, but as a 
general rule we do not for give rent to take care of price wars, as a 
general policy. 

Mr. Opom. Yes, sir. As I understand it, then, Mr. Guzzo, any con- 
cessions made to the dealer in order that he might remain competitive 

are ag concessions in the form of voluntary allowances ? 
Mr. Guzzo. Temporary competitive allowances. 

Mr. Ovom. T emporary competitive allowances / 

Mr. Guzzo. Right. TCA, we call them; the most costly thing we 
have. 

Mr. Opom. TCA? 
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Mr. Guzzo. That’s right, temporary competitive allowance. 

Mr. Opom. How do you determine when a temporary competitive al- 
lowance would be given? Is it made upon application of the dealer or 
as the result of— 

Mr. Guzzo. For the most part; yes. The dealer complains that 
there is price cutting in the area and that such-and-such competitor is 
giving his dealer assistance and he is going to have to have assistance 
if we expect him to—it is done by getting price intelligence to our 
people w Son are working with those dealers. 

Mr. Ovom. So when you give him a temporary competitive allow- 
ance, you give it to him so that he can be competitive with other dealers 
in the area; is that right ? 

Mr. Guzzo. If he wishesto. We give it to other dealers in the same 
area, and some dealers don’t wish to reduce the price.. ‘They go ahead 
and pocket the TCA. 

Mr. Onom. If they don’t want to reduce the price they still get the 
TCA; is that correct ? 

Mr. Guzzo. Yes, sir; they sure do. 

Mr. Opom. Now you have found, you have taken the position, as I 
understand it, that to alter or change your tankwagon price would be 
such a disruptive influence on the market that you have elected not to 
do that. Is that correct? And use this TCA as an alternative? 

Mr. Guzzo. That’s right. You have to justify everything that you 
do; and, actually, the tankwagon or the selling dealer price at that 
particular level 1s what it should be based on in present-day competi- 
tive conditions in cost and transportation and so forth. 

And, if you reduced that, you would reduce your structure there 
rather than to give—we hope when we put these temporary competitive 
allowances in they are short-lived sometimes; most times they live too 
long. 

Mr. Opvom. It was my understanding that you said the tankwagon 

rice was not an arbitrarily set price, “put it "was the price set as in- 
Raenaoh by competition from your other suppliers; is that correct? 

Mr. Guzzo. That is right. 

Mr. Opvom. And yet w vhen it appears necessary to reduce the price 
of your gasoline, you don’t reduce the tankwagon price, but you use 
the TCA; is that correct? So your tankwagon price is an arbitrary 
figure which you determine. 

Mr. Guzzo. No, not arbitrary, sir. Not arbitrary. The tankwagon 
price is the normal price that we should get for gasoline in that area 
and, if some disturbances occur momentarily—and as I said, we hope 
for the most part that it is momentarily—then we treat it with a tem- 
porary competitive allowance after getting evidence that that is the 
thing that we have to do in order to stay in business. 

And there is no point in moving. <A lot of times that price dis- 
turbance is localized in one trading area. Another time it is in a 
town, another time it is in a city, another time statewide. 

Senator Humeurey. Tankwagon price is not competitive, then ? 

Mr. Guzzo. Sure it is competitive. 

Senator Humpurey. Well, if it is competitive, then it ought to 
reflect competitive conditions. 

Mr. Guzzo. Well, it will take care of normal conditions if they get 
normal, but when you get 
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Senator Humpnrey. Well, competition is never normal. 

Mr. Guzzo. That’s right. Let me put it this way: The tankwagon 
price is established, say, for a given zone. In our company we call it 
a price zone. All right; that is our zone price, by the way. And, if 
you make a temporary competitive allowance, that may be only 
necessary in a certain trading area. It may be a half a zone, a whole 
zone. 

And it is our feeling that, if we reduce the structure, the tankwagon 
price in that area, without making similar reductions all over, would 
look like we had mistreated some people as against others. 

Mr. Opom. It just reflects the true situation, though; doesn’t it! 
Not that you have mistreated someone, but it would reflect the true 
situation, the true price—— 

Mr. Guzzo. Let me put it this way: In effect, the results are the 
same. 

Mr. Opom. Yes. 

Mr. Guzzo. And perhaps the way we like to treat it as temporary 
competitive allowance may be our hopes or our desires, which are 
stronger than our convictions. We feel that probably this will only 
last temporarily, and that is how the darn thing got started. 

But there is one thing about it. From an administrative standpoint, 
we watch those places, TCA, and try to pick every opportunity to get 
them out, because they are costly as the devil. 

The normal tankwagon price, we know we have to live with for 
a given period, because competition has already forced us there, based 
on the going cargo market, or the going market wherever it may 
originate from on selling costs and transportation costs, whereas this 


other thing here is a temporary situation that we hope will only last 
for a very brief time. 

Senator Humpurey. And your competition has forced that tank- 
“Seed insofar as competition amongst suppliers and producers ? 


Mr. Guzzo. That’s right, or anybody else. 

Senator Humpnrry. At the end of the line the competition at 
the retail level is not taken into consideration in terms of the tank- 
wagon price. That is the TCA factor that gets in there / 

Mr. Guzzo. TCA factor gets in there to help a dealer to stay in 
business. 

Senator Humpurey. Yes. Getting back to what we were talking 
about earlier, Mr. Guzzo, on fair trade, i in a sense what you are saying 
is that you are maintaining a fair price at the tankwagon price, that 
is, a fair price based upon your crude prices, your “refiners, your 
shipment, and transportation costs. 

Mr. Guzzo. And what competition will let you have. 

Senator Humpnrey. And what competition will permit you to have; 
that’s right. 

Mr. Guzzo. That’s right. 

Senator Humpnrey. “Competition not all the way down the line, 
not competition to the customer but competition among the boys in 
the league. 

Mr. Guzzo. Well, I don’t know what you mean by “the boys in the 
league.’ 

Senator Humpnrey. I mean competition : 

Mr. Guzzo. I would like to be a member of th: at. 
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Senator Humpurey. Competition amongst the suppliers. 

Mr. Guzzo. Well, large, medium, small; yes. You see, Senator, you 
know you appreciate it as a businessman that gasoline is a highly 
competitive product, and being such, profits are very small, and we 
have to watch every tenth of a cent. So consequently we have to 
meet competition in order to stay in business, pricewise, and we have 
to watch every tenth of a cent to stay in business, every corner we 
can get. 

Senator Humenrey. Indeed. And all I was trying to point out is 
that there is no price that is really artificially established in our 
markets today. 

Mr. Guzzo. That is right. 

Senator Humpnurey. There are prices that are fixed with what you 
might call a floor, and leave you competition above that floor. 

Mr. Guzzo. Yes. 

Senator Humpnrey. Now, that is what we are really getting at. 

Mr. Guzzo. That is right. 

Senator Humrurey. Now, is there any other question here that you 
gentlemen have? 

Mr. Flynn. 

Mr. Fiynn. Mr. Guzzo, maybe you can help me out on this. In 
studying over this problem of ‘the gas war in New Jersey, one thing 
that disturbed me is the fact that almost every meer oil company, 
including your own, has increased over the past 3 or 4 years the 
number of retail or lessee outlets which it owns. In other words, 
they appear to be buying up more and more outlets, despite the fact 
that they say they are not making a fair profit. 


Now, first, why do they do this, and, secondly, what effect does it 
have on the dealers who are already suffering so much in New Jersey ? 
Mr. Guzzo. Well, I believe you will find, as far as we are concerned, 
that the addition of new outlets is to take care of new trading areas. 
You know that all over the country—and New Jersey is in the same 
boat—there are new communities, where there are stores, and the ood 
ladies are not going to drive too far out of their ‘ig to buy gasoline. 
Vv 


So, naturally, a salesman, you know, is an optimist 
were not optimists, we would not be salesmen. 

Naturally, we are hopeful that the situation will someday right 
itself in New Jersey, and we want to maintain our representation up 
to par, because being in a highly competitive business, it is essential 
to keep our stations up to modern needs, attractive, and everything 
about it, to attract trade there. 

Furthermore, we cannot afford to let our representation go down 
in New Jersey, because, if we do, it will affect us in New York; it will 
affect us in Pennsylvania; it will affect us in Delaware. And our 
dealers all over the country want us to maintain a high level of 
acceptance so they can benefit by it. 

Mr. Fiynn. I can see that point. But, with your company trying 
to keep its percentage of the market, and x company doing the same 
thing, and Y company doing the same thing, where does the dealer end 
up at that rate? 

Mr. Guzzo. The dealer has done pretty well. With the stabilization 
of prices, he would do all right. The consumption of gasoline has 
increased, too, you know. 

Mr. Frynn. Yes. 


nature. If we 
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Mr. Guzzo. It is increasing right along. Economics will take care 
of themselves. In other words, if some fellow makes the mistake and 
goes too far, he will pay the bill and he will have to come back. And 
the fellow who goes just far enough is going to be lucky. And the 
fellow who does not go quite far enough is going to be behind the 
parade. 

Mr. Fiynn. What bothers me is that if I have a gasoline station on 
the corner, where am I when big, profitable oil companies start buying 
the locations across the street from me? 

Mr. Guzzo. Actually, the number of service stations in the United 
States is on the decline. They have been for the past 5 years. 

Mr. Ftynn. But not lessee-dealer-operated stations in New Jersey. 

Mr. Guzzo. The number of retail outlets of all description. And 
whenever we improve a service station, we do not go out and get a new 
dealer for it; we give it to one of our good, faithful dealers who have 
been with us and done a good job. 

So I do not think that, numerically, you will find that the stations 
in numbers have been increased. They have been improved, just as 
everything else. Your stores have improved and your merchandising 
establishments of every description have improved, because of our 
high economy. 

Senator Humpnrery. Isn’t the point here, Mr. Guzzo, that the num- 
ber of stations that are available for lease, that is, company-owned 
stations, is on the increase, and is it not also true that, as long as an 
unpredictable chaotic situation exists, such as the price-war problem, 
the individual owners of stations or potential individual owners of 
stations are going to be fewer and fewer? 

Mr. Guzzo. Well 

Senator Humpurey. In other words, you are not going to invest 
several thousand dollars in tanks, station structures, pumps, and what- 
ever you need, or a grease rack and all the rest of this, if it looks like 
you are going to be under the constant impact of price cutting. 

Mr. Guzzo. Yes. I get your point, Senator. But the improvement 
of these stations—remember that we are building these stations 
whether we take them under lease or purchase one and put the im- 
provements on it for the express purpose of having an outlet for our 
products. 

Senator Humpnrey. Yes; I realize that. 

Mr. Guzzo. And invariably they are operated by dealers. We rent 
them. We do not operate them ourselves. We only have one com- 
pany-operated station in New Jersey, and that is only to train people. 

Senator Humpurey. Do not misunderstand me. 

Mr. Guzzo. I understand that. 

Senator Humpurey. I know that is what you are doing. 

Mr. Guzzo. Yes. 

Senator Humpurey. And may I say that many of these company 
stations are outstanding. They are excellent. They may be better 
in many instances than a privately owned one, by an individual. 

Mr. Guzzo. Yes. 

Senator Humpurey. But, again, some of us have a few old-fash- 
ioned ideas that, if you own your own store, if you own your farm, 
if you own your own barber shop, if you own your own filling station, 
you may feel that you have a little bigger stake in life than if you 
were just a hired man. 
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Mr. Guzzo. You are so right, Senator. And what we are doing 
there, where the dealer wants to own one, we will sell it to him and 
let him make the payments to the bank or some loaning agency, and 
we have sold some 1,700 in the past 15 months. 

Senator Humpurey. Very . 

Are there any further questions? 

(No response. ) 

Senator Humpnrey. Mr. Guzzo, thank you very much. 

Mr. Guzzo. You are quite welcome, sir. I enjoyed being with 
you. 

Senator Humpurey. I want to say that we are running very late 
here, and I have two gentlemen who have been waiting all day. I 
want to ask Mr. Jordan first, do you have a prepared statement, 
Mr. Jordan? 

Mr. Jorpan. I have a very short prepared statement, Senator. 

Senator Humpnrey. Why don’t you come up here, and we will get 
along with you. 

Is Mr. Jackson here? 

Mr. Jorpan. Mr. Jackson is right here. 

Senator Humpurey. Mr. Jackson, are you planning on staying 
over? 

Mr. Jackson. I have an appointment at 10 o’clock tomorrow morn- 
ing in New York that I was anxious to keep. 

Senator Humpnrey. Well, let us try to get through, then. We will 
proceed forthwith. 

Mr. Jorpan. Do you have copies, sir? 

Senator Humpurey. We have copies here. Thank you very much. 
You go right ahead, sir. 

Mr. Jorpan. All right, sir. 


STATEMENT OF J. G. JORDAN, VICE PRESIDENT, SHELL OIL CO., 
NEW YORK, N. Y. 


Mr. Jorpan. My name is J. G. Jordan and I represent the Shell 
Oil Co., 50 West 50th Street, New York, N. Y. I occupy the position 
of vice president in charge of our marketing activities for the United 
States. 

We appreciate the opportunity to appear before this Subcommittee 
on Retailing, Distribution, and Fair Trade Practices as it relates to 
the New Jersey situation. I will endeavor to answer your various 
questions; however, should they embrace minute details concerning 
some of our individual dealers in New Jersey, I may not be sufficiently 
familiar with them to provide satisfactory replies. 

Senator Humeurey. Pardon me, Mr. Jordan. I am derelict here 
in my responsibility. I forgot to ask the previous witness, Mr. Guzzo, 
if it is all right for us to incorporate your questionnaire in the testi- 
mony following your remarks? 

Mr. Guzzo. Indeed, yes, sir.’ 

Senator Humpnrey. And the witness just before Mr. Guzzo, Mr. 
Stauffacher. Is Mr. Stauffacher here? 

Mr. Straurracuer. Yes, sir. 
Senator Humpurey. May we do the same for you? 


7Reply of Gulf Oil Corp. to the committee questionnaire appears in appendix II, p. 479. 
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Mr. Sraurracuer. Yes, sir.* 

Senator Humpurey. I believe I asked Mr. Dyer. 

Mr. Scholl, are you still here ? 

Mr. Jorpan. He has gone.° 

Senator Humpurey. Thank you very much. 

Mr. Jorpan. And, so that you will not have to ask again, we au- 
thorize the use of the statement which we submitted to you."® 

Senator Humenrey. Thank you, sir. 

Mr. Jorpan. Without attempting to anticipate your inquiries, I feel 
| should, in the interest of saving time, give you a few pertinent de- 

tails of Shell’s operation in New Jersey. As covered in the ques- 
tionnaire furnished to your committee, it is briefly this: 

We are not an important factor in the New Jersey market, our gaso- 

ine sales volume representing only about 4 percent of the State’s 
consiasitiplatiohn, and our distribution being limited to 11 of 21 counties, 
with very scattered retail operation in 5 out of 11. We have three 
distributing plants located at Sewaren, East Rutherford, and Alpha. 
From these plants 305 retail service stations are served under the 
Shell brand. In addition, we have 3 Shell jobbers, 1 of whom has 
10 retail outlets, but sells to consumer accounts, and 2 other small 
jobbers selling to a total of 27 rural outlets, both of which are in 
franchised territories and do not deal in wholesame distribution. 

Senator Humpnrey. Tow do you distinguish between jobbers and 
distributors ¢ 

Mr. Jorpan. They are used interchangeably. We refer to them as 
jobbers, and other companies have referred to them as distributors, 
sir. 

Senator Humpnrey. But you said here that: 

We have three distributing plants. In addition, we haye—— 

Mr. Jorpan. The distributing plants, those are the plants which we 
uperate. 

Senator Humpnrey. The Shell Co.? 

Mr. Jorpan. Yes. 

Senator Humpnrey. Thank you, sir. 

Mr. Jorpan. And the other three are the jobber plants. 

Senator Humpnrey. Thank you, sir. 

Mr. Jorpan. We sell no unbranded gasoline, have no dual distribu- 
tion at the wholesale or dealer tankwagon level, and have no commis- 
sion tankwagon or depot distributors. 

Of the 305 outlets sold to and delivered by Shell, 207 are operated 
by lessee dealers, 59 are independently owned and operated, nine are 
liew-car dealers and 30 are operated by employees paid either on a 
Co or salary basis. During 1954, our turnover of dealers 

New Jersey was 13.7 percent and during 1955 to date was 10.8 
percent, up until September 30, which is much less than the national 
average of from 20 to 33 percent mentioned before the Roosevelt com- 
mittee which, incidentally, we feel to be overstated. 

Our leases to lessee dealers are essentially on a flat rental or a fl: at 
rental plus a small gallonage override. The rental is determined pri- 


®* Reply of Cities Service Oil Co. to the committee questionnaire appears in appendix III, 
p. 498. 

to ee eeanently, Mr. Scholl authorized publication of the Esso Standard Oil Co. reply 

) the committee questionnaire. See appendix IV, p. 506. — 

*Reply of Shell Oil Co. to the committee questionnaire appears in appendix V, p. 515. 
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marily on a fair market rental value of each location for service- 
station purposes and in no case is the local retail market structure 
taken into consideration as a factor in establishing the rental. 

Basically, as a policy, we expect to recover our complete carrying 
charges on each location. In New Jersey, for the year 1954—the 
latest on which we have complete figures—the lessee dealer group of 
stations cost us 39 cents per gallon, as against a cost on other dealer 
outlets of 31 cents per gallon; this small differential in cost is partly 
acounted for by the fact that there were about 25 new units,in the 
lessee group that had operated for only a short period and had not 
attained their maximum operating efficiency. During 1954 and 1955 
we have made two downward rental adjustments at our leased stations ; 
one was the case of having originally charged more than the unit 
proved to be worth, and the other was based on a town survey which 
disclosed that the Garden State Parkway had reduced traflic flow 
by the outlet by 20 percent. 

In New Jersey we have only two special competitive concessions, 
each at one-half cent per gallon; in neither case, to our knowledge, 
have these dealers retailed at other than the competitive prices for 
their areas. 

Much has been said and written about the price situation in New 
Jersey. There are some who have expressed the view that the situa- 
tion is not serious, while others have reflected the view that the situa- 
tion is the worst in the country and, consequently, quite hopeless. I 
‘annot entirely agree with either one of these viewpoints. Certainly, 
the situation is serious in certain aspects, but I am confident that a 
practical solution can be found. 

Our company has always felt, and acted upon, the theory that in 
the complex gasoline distribution system each segment, including the 
dealer, the jobber, the wholesaler, the unbranded retailer, the terminal 
or broker operator, and the refiner, large or small, should conduct his 
business in a manner consistent with competitive conditions and in 
line with good business behavior. 

I do not believe that the situation in New Jersey requires legisla- 
tive action for a solution. In a field as highly competitive as oil 
marketing, risks are inevitable and any attempt to legislate these 
risks out of business will tend only to build a new set of conditions 
requiring more and more legislation and more and more control by 
Government, with the end result that free competition will no longer 
exist and that the American consumer will pay the added cost. Two 
New Jersey citizens’ committees and two New Jersey governors have 
concluded that legislation of a price-fixing nature would be contrary 
to the interests of New Jersey’s overall economy. The public bene- 
fits derived from the competitive economy are adequately demon- 
strated by the difference between the gasoline price on the New Jersey 
Turnpike, a Government monopoly, as compared to prices on access 
roads leading to the turnpike. <A recent survey shows that prices on 
the turnpike are from 2 to 5 cents higher per gallon than on the access 
roads, 

There are and have been many markets in the various sections of 
the United States where these same forces of competition have been 
or are now in action. Where such situations have developed, solu- 
tions have been found without recource to legislation. It must be 
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vdmitted, however, that such solutions do not always meet the wish 
or desire of all who may be involved in these market conditions. 

I believe it would be worthwhile to make some comparison with a 
market that is quite similar in many respects to the New Jersey area, 
namely the State of Ohio. I feel particularly qualified to m: ake the 
comparison of Ohio and New Jersey since I was located in Ohio from 
1932 to 1943 as Shell's division manager in that area. 

During the late 1920's and up to about 1934-35, Ohio suffered 
rather continuous price disturbances that reached proportions pos 
-ibly even worse than those which now exist in New ve ‘rsey. The sit 
uation there was brought about by the same factors as exist in the 
New Jersey market. 

It is and was a market from which sourees of supply are readily 
available from many different directions; it is cove ‘red on the north 
and south by water transportation; it is reached by product pipe- 
lines from both east and west, and many refineries are located within 
the State. It isa market of heavy industrializations as well as agri 
culture, and, with many suppliers in the market, it is highly 
petitive. 

Such conditions naturally led to the development and expansion of 
many local-brand marketers. As they expanded their position within 
the market, it was necessary for other marketers to meet this competi- 
tion, first at the retail price level and later by adjustments at the 
tankwagon level. 

The leading marketer in that State, by operating selected service 
stations, was able to influence, but not dictate, the retail prices of 
dealers generally, thereby stabilizing the ups and downs of retail 
inarket fluctuations. By the same deep interest in the retail market, 
it was more conscious of the nec essity and timing of adjustments at 
the tankwagon level which in the end would be inevitable because of 
the new and changing competitive conditions at the retail level. 
Through this interrelated dual interest in both levels of the market 
and price guidance at the retail level, it was able to more accurately 
appraise ¢ and alleviate the impact of new competitive conditions and 
thus avoid the wide fluctuations and lengthy periods of price dis- 
turbances as have been experienced in New Je rsey at both the retail 
and tankwagon levels. 

We have thus seen developed in Ohio a compact market structure 
with little room for concessions and hidden subsidies at either the 
retail or tankwagon level. Furthermore, over the years there has 
been felt the pressure of economics to continuously discard the un- 
economic retail outlet and to encourage the improvement in the caliber 
of those remaining in the business, resulting in increased throughputs 
by outlets and thus removing a further cause for subsidies to keep 
alive marginal units. 

It is our opinion that a careful review by the New Jersey marketers 
of the Ohio experience would certainly provide them with food for 
thought and might suggest a framework on which they could build 
a sounder retail and marketing structure for the State of New Jersey. 

Senator Humenrey. Thank you, Mr. Jordan. A question or two. 
Do you have any difficulty with price competition between your 
jobbers and your direct sales? 

Mr. Jorpan. No, we have no jobbers who operate in an area where 
we operate direct. They are operating in franchise territories on 


com 
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their own and serving all Shell outlets within this area. We do not 
compete, or they with us. 

Senator Humpenrey. Do you have any agreement that you won't 
compete ? 

Mr. Jorpan. It is a part of their franchise, which is in effect an 
area coverage that they become an exclusive distributor under the 
Shell brand to all except Shell, but it is our policy that we do not 
compete with them. 

Senator Humpnrey. What is your tankwagon price in New Jersey ? 

Mr. Jorpan. 1414 cents. 

Senator Humpurey. Do you know anyone who has a tankwagon 
price less than that? 

Mr. Jorpan. I do not. 

Senator Humpnrey. How do you arrive at that tankwagon price? 
Everybody seems to have the same tankwagon price. 

Mr. Jorpan. I have been here most of the day, sir, and I have heard 
the discussions. I can’t quite agree with all of my compatriots in 
this business on some of the statements that they have made. And, 
if I may just foresee where your previous questions might lead us, I 
would like to make this general observation. 

It is rather strange in a way—and I just thought of it as we were 
sitting here today—that in an analysis of the situation in the State 
of Ohio I find that the Ohio area and the New Jersey area, to the 
best of my knowledge, are the only two State areas in the United 
States in which we have had, and do have, a so-called statewide tank- 
wagon price. I think the same set of factors exist in the areas, namely, 
the availability of supply, together with the coverage of the supply 
points—in other words, the convenience of those supply points to all 
areas of the State. 

I frankly feel, in following that comparison, that the State of New 
Jersey does not qualify for a statewide price to the same extent as 
Ohio, based upon the economy of distribution from supply points, 
with particular reference to that section of New Jersey, in which we 
operate very little, so I can’t give you too much about it. But just 
geographically, the so-called northwestern corner or northern area 
of New Jersey is further removed from supply points than any area 
that I know of in Jersey, and consistent with the so-called application 
of pricing principles in all other areas of the country—which are 
billed generally from the so-called points of origin to the areas of 
distribution, including, among other things, the freight and other costs 
involved. 

And, while the New Jersey competitive price is, on a statewide 
basis, 1414 cents, in my opinion that should not necessarily be so. 
Furthermore, in anticipating the question of New York and Penn- 
sylvania related price to that of New Jersey—and I made a check 
on that today and find that there isn’t such a wide variation between 
the Pennsylvania and the southern New York price as has Deen 
reflected here. 

The posting, as I have it here on December—I don’t have it right 
here, but, as I recall it, it is 15.4 in southern New York, and 15.2 in 
Jersey—I mean in Pennsylvania. 

Senator Humpurey. 14.5 in New Jersey? 

Mr. Jorpan. Which has been recognized as being a subnormal price, 
based upon the so-called competitive situation that exists. 
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Senator Humenrey. In the testimony of our October 19 hearing 
in New Jersey we found out that the posted price in New York was 
21.9, and in New Jersey 16.9 on that particular date. 

Mr. Jorpan. New York or Pennsylvania, did you s: ay, sir! 

Senator Humpurey. Rockland County, N. Y., including— 

Mr. Jorpan. According to the information I received today, the 
tankwagon in Pennsylvania is from a half cent in Phil: adelphia to 
nine-tenths up in the northern area higher than the New Jersey price, 
and the tankwagon price in New York State is seven-tenths higher 
- Rockland County and gradually increasing as you go north in 
New York—as of this morning. I don’t know whether ‘that is still 
true, because frankly we are a small factor in that area. 

Senator Humpurey. Do you have any questions ¢ 

Mr. JEHLE. Yes. 

Mr. Jordan, what do you think has caused this virulent outbreak 
of price wars in New Jersey ? 

Mr. Jorpan. Again, I had the benefit of hearing the discussions here 
today. And I know that there m: iy be a difference of opinion on this. 
And, again, I can’t quite agree with my contemporaries. The situa 
tion in Jer sey to me is the result of increased unbranded, so-called 
but I would like to point out they are not unbranded marketers but 
local branded marketers who have entered an area and who were not 
there before. In entering the area they have done so at a price level 
which has attracted sizable volumes of business. I think we should 
point out also that at the same time another factor in Jersey which 
has not been mentioned here has been the impact of the changes in 
the normal traffic flow. The opening of the turnpikes and the Garden 
State Parkway in the State of Jersey, according to our best informa- 
tion, has changed the location of some 36 million gallons a year which 
Was prev iously going through outlets that formerly existed. 

The impact of the two things, the expansion of the local branded 
marketers and the diversion of gallonage to the turnpike and park- 
ways, brought about competitive price conditions which forced deal- 
ers, and others, to meet the lower prices at a time when both influences 
were adversely affecting their business. 

Now, why were the local branded marketers able to sell at lower 
prices? They are able to sell at those lower prices not because of their 
ability to operate at a tremendously cheaper rate than can good oper- 
ating dealers, but primarily on the basis of their lower buyi ing price. 
Their buying price, to the best of the information which I have re- 
ceived, has been based upon a discount below the posted dealer tank- 
wagon price, without a stop clause or bottom price provision of any 
kind. This meant that the local branded operator could continue to 
maintain his operating margin at almost any price level. I think it is 
that point, which has not been mentioned here today, at which the 
so-called TVA (temporary voluntary allowances) originated. By 
granting temporary voluntary allowances, rather than reduce the 
dealer tankwagon price, some might have thought that they were 
protecting their dealers against further declines. 

Mr. Jenie. Would you care to elaborate on that discount practice, 
sir? 

Mr. Jorpan. Elaborate on the history of it or my opinion? 

Mr. Jennie. Who are the companies that are practicing that? 
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Mr. Jorpan. I think that you can’t say that any one company is 
practicing it; it seems to me that the evidence will show here, when 
this hearing is over, that every company has practiced it, and th: at it 
has been practiced not on a selected basis but on a broad base. That, 
in effect, the broad base has covered all dealers within an area, and 
it has had the net effect of giving the dealers a lower net tankwagon 
price, if you please, whe ther it is called TVA’s or TPA’s or something 
else, it has had the same effect. 

Now, if I may continne, the result of the rather nebulous suggestion 
which I made here, when carried to its conclusion, means that we are 
thinking in terms of the suppliers having a greater interest in the 
retail price and being better aware of it and being in a position to 
better guide their dealers, that there be a realistic or true tankwagon 
price without concessions, TV A’s, or discount of any kind, and that 
there also be a similar situation at the so-called tank car or the bottom 
wholesale level, if you please, because they are interrelated and cannot 
be completely segregated. 

Mr. Jenne. How have the unbranded marketers been able to pur 
chase their gasoline so cheaply, and from whom ? 

Mr. Jorpan. I am not of the opinion that they have purchased it 
so cheaply as compared with, say, the jobber or the distributor seg- 
ment that has been referred to here. But they have evaded the func- 
tions of a jobber or distributor and used the savings of that evasion as 
a means of establishing their lower price, in addition to taking ad- 
vantage—not in Jersey in recent years, but previously—of a tendency 
of the branded dealers to mark up above their cost an amount which 
was so high that when added to the operating margin of a branded 
jobber, it provided the unbranded dealer, or the local branded dealer, 
an opportunity to receive a gross margin generally in the range of 
21% to3 cents greater than that of the so-called competing dealers, and, 
taking a part of the prevailing dealers’ spread, and the savings, so- 
called, he then had the ability to cut 3 to 5 cents, as has been done 
in these cases. 

Mr. Jenie. Do you know of any particular marketing practice 
which has contributed substantially to these price wars in New Jersey ¢ 

Mr. Jorpan. Well. I can name about three that I think 

Mr. Jentr. All right, sir; what are they ? 

Mr. Jorpan. Not in the order of their relative importance, they are: 
first, dual distribution at the wholesale level under the same brand, 
which tends to create an opportunity for subsidies, discounts, or re- 
bates to some dealers competing in the same market under the same 
brand. 

Secondly, supply contracts to some local branded dealers apparently 
provided a protected margin below the branded dealer tankwagon 
price, to the extent that the local branded dealer could, and did, un- 
dersell the branded dealers’ price to the degree that they developed a 
tremendous gallonage. 

Thirdly, some br anded dealers after experiencing losses of gallon- 
age elected to more closely meet this competition, and found that 
they recovered their gallonage. Ina few selected cases, they not only 
recovered their gallonage but enjoyed such substantial increases that, 
wisely or unwisely, these few dealers have continued to undersell the 
prevailing branded dealers’ retail price level. 

That is my opinion of the three things that cover 
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Senator Humpnrey. This last point that you referred to—does 11 
relate to the experience in Ohio of the selected outlets! Were you 
talking about your experience in Ohio during your testimony ¢ 

Mr. Jorpan. Yes. 

Senator Humpurey. And you were saying that it was somewhat 
analogous to the experience in New Jersey ¢ 

Mr. Jorpan. Yes. 

Senator Humpurey. You mentioned that in Ohio they finally cor 
rected the situation ¢ 

Mr. Jorpan. Yes. 

Senator Humpurey. | gather you felt that that correction came 
about in part by reason of one of the main marketers having a rather 
broad coverage in the State ¢ 

Mr. Jorpan. Not broad in the term of substantial numbers, Senator. 

Senator Humenrey. Geographical ¢ 

Mr. Jorpan. Geographical coverage of the important areas by se 
lecting a compar: atively few stations for company operation not for 
the purpose of dictating the retail price, but primarily to guide the 
dealers in reaching a proper retail price level in consideration of all 
of the — neing competitive price conditions, The cause and out- 
come of a serious price disturbance, such as has happened in New 
Jersey, 1s aes just the occurrence of tomorrow morning, but one of 
continuous study, knowledge, and action, including the equally con- 
tinuous process of education to dealers, jobbers and others so that 
there may exist a better understanding of market conditions, and 
thereby provide that the acts and behavior of the suppliers and every 
segment in the market may be such as to make it a better market. 

Senator Humpnrey. Well, this price war has been going on a ver) 
long time up in New Jersey ; hasn’t it ¢ 

Mr. Jorpan. Yes. 

Senator Humpurey. Actually since the war, and they even had it 
before the war. 

Mr. Jorpan. I am not familiar with that, sir. 

Senator Humpurey. At least since 1940, off and on. 

Mr. Jorpan. 1949 was the earliest I heard of it, the initial kickoff. 

Senator Humpurey. Do you feel the suppliers can be of help in 
this process of education ? 

Mr. Jorpan. I do, sir, without being illegal. 

Senator Humpurey. Have there been meetings held of the sup- 
pliers ? 

Mr. Jorpan. Not that I know of. You mean meetings of the sup- 
pliers or suppliers with their dealers? 

Senator Humpurey. First, meetings with the suppliers to see 
whether or not you could formulate some sort of a program to bring 
order out of this. 

Mr. Jorpan. I question whether that is even advisable or necessary. 

Senator Humrurey. You feel it might lead to investigation as to 
collusion ? 

Mr. Jorpan. I think that the very nature of the problem, indicates 
that, if a decision by any substantial marketer—and it must be a 
substantial marketer in the area—should follow a course of action 
which was a wise one, others would weigh that course and may elect 
to do something similar, and would feel to be in a much better posi- 
tion to observe the situation after the act than before. 
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Senator Humpnrey. Do you sell gasoline in Washington, D. C 

Mr. Jorpan. We sell a little bit, sir. 

Senator Humpnrey. You sell quite a little bit here. 

Mr. Jorpan. No; not so much. 

Senator Humpirey. You have quite nice stations. 

Mr. Jorpan. I might say there is no overbuilding of service sta 
tions in the city of Washington. 

Senator Humpurey. No; there is not. Where do you get your 01! 
or petroleum products to these stations; how are they brought in / 

Mr. Jorpan. Our petroleum products into the city of Washington ’ 

Senator Humpnrey. Yes. 

Mr. Jorpan. Come out of a terminal we have at Wagnor’s Point. 

Senator Humrurey. How far is that from here? 

Mr. Jorpan. Tam guessing now. Twelve miles. 

Senator Humpnrey. Is that barged in, or is it pipelined, or tanked 
in? 

Mr. Jorpan. Oh, no; it comes by tanker from the gulf. 

Senator Humrnrey. It comes by tanker from the gulf? 

Mr. Jorpan. From the gulf into this plant. 

Senator Humpnrry. A refined product ? 

Mr. Jorpan. Yes. 

Senator Humpnrey. What do we pay for gas in the District of 
Columbia, 33 cents a gallon or 34 cents for premium? 

Mr. Jorpan. I haven’t bought any here recently, sir, so T can’t tell 
you. 

Senator Humrpnrry. I think that is about it. T buy a lot of it. 

Mr. Jorpan. First of all, I am not acquainted with the tax situ- 
ation, and I am not acquainted even with the tankwagon price, if 
you want to know the truth, nor am I acquainted with what margins 
the dealers take. 

Senator Humpnrey. I just wondered whether the tankwagon price 
was at such variance here in the District of Columbia with that of 
what I heard in Pennsylvania and New York as to necessitate the 
prices I just quoted. 

Mr. Jorpan. Well, I question that. I doubt if that is true. 

Senator Humpurey. We might as well get some little benefit out 
of it. 

Mr. Jorpan. I think, from what I have heard here today, that 
everybody feels that a price war is not advisable, maybe in some 

cases not completely necessary, but that everybody likes them if 
they can buy it themselves cheaper. 

Senator Humpnrry. That is part of the problem: there isn’t any 
doubt about that. What I was trying to get at is whether or not some- 
times price wars may not be caused “by overpricing in the first place. 

Mr. Jorpan. I think that has happened, sir, in some areas. 

Senator Humwrnrey. In other words, you can take the market for 
just about so much, and, if you get overpriced, there is a temptation 
for somebody to make a rather dramatic cut which can lead, of course. 
to more difficulty. 

Mr. Jorpan. When the price gets too high, it invites more of the 
so-called—and I really don’t like to call them unbranded, because in 
many areas the so-called local branded marketer is the biggest mar- 
keter in the area, and is, in effect, the market leader, if you can use 
the term “leader,” so it is very difficult to say unbranded, sir. 
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Senator Humrpnrey. Mr. Jordan, we thank you for your patience 
in awaiting your turn to testify. 

Mr. Jorpan. Well, I appreciate that. 

Senator Humpurey. But we do want:‘to thank you for your testi- 
mony and your cooperation. 

Now, in order to accommodate Mr. Jackson, I am going to call him 
'o the witness stand, but first of all I want to thank vou for waiting 
~o patiently all day and for your cooperation. 


STATEMENT OF H. A. JACKSON, VICE PRESIDENT, TIDE WATER 
ASSOCIATED OIL CO., NEW YORK, N. Y. 


Mr. Jackson. Youare very kind. 

| have a prepared statement, sir, so it may be included in the testi- 
iony. Ishould like to read it.” 

Mr. Chairman, my name is H. A. Jackson. 1 am a vice president of 
lide Water Associated Oil Co., and manager of the company’s eastern 
iivision. I have been with the Tide Water organization for about 35 

years, in various marketing and administrative positions. 

[ am here in response to the invitation to appear extended to Mr. 
|). T. Staples, president of our company. Mr. Staples is at present 
n Europe and could not attend. He asked me to express his regrets 

) you gentlemen and to assure you that Tide Water Associated Oil Co. 
: - intensely interested in the situation which has existed from time to 

time in New Jersey and in your committee’s attempts to find a solu- 
tion to the problem. 

At the outset, let me say that if anyone’s thinking is based on the 
conception that my company, and, I daresay, any other marketing 
ompany, can successfully or profitably conduct a marketing opera- 
tion through retail outlets whose owners or operators are not them- 
~e elves making a reasonable profit, he had better disabuse his mind of 

iat, conception right away; because it simply cannot be done. It 
loes not take any deep analysis to comprehend th: at when abnormal 
onditions force prices to unrealistic levels a company such as ours 

suffers severe losses along with the dealers, and when such conditions 
cover a widespread area it absorbs these losses on every drop of gaso- 
ine it puts through the area. Such losses are not offset by any increase 
n total gallons sold as may be the result, although only temporarily, 
n the case of an individual dealer. 

Re vce Water Associated Oil Co. does not operate any service stations 

| the State of New Jersey. Its products reach the motorist at the 
retail level only through outlets operated and frequently owned and 
operated by individual independent businessmen. I know that the 
ndependence of such operators is oftentimes questioned. But let me 
issure you, gentlemen, without in any way implying that I do not 
believe in independent operation, that it is my belief that, if these 

ndividuals were not independent, there would not be the chaotic price 
onditions into which this subcommittee is now inquiring. I do not 
say there would never be price disturbances, because the supplying 
companies must and do compete vigorously one with the other. I can 
state categorically, however, that the dealers are in every sense inde- 
pendent ¢ and not subject to our control. 


1 Authorization subsequently obtained to include in printed record the reply of Tide 
Water Associated Oil Co. to committee questionnaire. See appendix X, p. 618. 
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I again which to emphasize, and I cannot overemphasize, the fact 
that unless our dealers prosper we cannot prosper. The dealer is 
the contact between the motorist and the company. How he acts, 
what he does, whether he is happy and enthusiastic or miserable and 
disgruntled—all have a direct effect on his sales volume. If he does 
not sell to the public we do not sell to him. If he makes so little 
that he gives up the outlet, we lose as well as he does. 

All the product advertising in the world is of no real value unless 
you have loyal and prosperous dealer representation. There is much 
more to successful merchandising than price. If all dealers realized 
that fact, perhaps we would not be here today. I do not want these 
remarks to be interpreted as placing blame for price wars on every 
individual dealer. That is not the fact. But, before I address my- 
self to the first inquiry in your letter requesting our appearance, per- 
haps I had better briefly outline Tide Water’s methods of operation 
in the State of New Jersey and our understanding of the gasoline 
marketing problems as they exist there. 

Gasoline is shipped from the refineries to bulk plants in New Jersey 
or, in some instances in that State, directly to service stations in large 
motor transport or tank car. In our operations, the gasoline reaches 
the dealer by 1 of 2 routes—directly from the company or through 
a distributor. Let me explain the distributor operation. 


DISTRIBUTOR OPERATION 


Tide Water markets through 10 distributors in New Jersey. ae 
are located at Cookstown, Hammonton, Salem, Vineland, Sussex, 
Mantua, Perth Amboy, Lyndhurst, Passaic, and Newark. The first 
five listed have exclusive territories in which they market, that is, 
Tide Water does not market directly in their territories. We term 
these men “franchise distributors.” The latter five do not enjoy 
exclusive territories and the company also markets directly in their 
areas. These are so-called “dual distributors.” 

In all other areas of the State, Tide Water sells its gasoline to 
dealers and commercial consumers. All these distributors - purchased 
43.6 percent of our total gasoline sales in New Jersey in the year 
1954. As the distributors are independent businessmen, we have 
no way of knowing what portion of their purchases from us were 
resold to service-station outlets and what portion went directly to 
commercial or other consumers. Our best estimate is that perhaps 
about 60 percent of distributor resales were to retail outlets but that 
is only a considered guess. 

The distr ibutors purchase from Tide Water under a contract which 
provides a price for gasoline based on Tide Water’s posted dealer 
price, less a discount as set forth in the contract. The distributor 
may and usually does own his bulk plant or plants; he owns his 
trucks and other distribution facilities; he may own or lease service 
stations; he selects and employes all of his assistants and selects his 
own customers, both dealers and consumers. His arrangements, con- 
tracts and relationships with the dealers he serves are those of his 
own making and the company has no official knowledge of such ar- 
rangements and no records of these accounts are maintained by the 
company. In other words, the distributor is a completely independent 
middleman in the distributive process. His value to the company is 
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that. he not only performs an expensive part of the distributive pro 
CeSS, but his customers are his rather em ours, and he can, and 
sometimes does, switch this substantial business from one supplier 
to another. So much for the distributor. 


DEALER DISTRIBUTLON 


In addition to those dealers who purchase our products from a dis 
tributor, and upon which, as 1 stated above, I cannot comment at 
any length for lack of information, there are two types of dealers 
to whom we sell our gasoline in New Jersey. One is the dealer 
who owns his own property or leases it from a property owner. ‘The 
other is one who leases the station property from our company 

Although I say “two types,” as far as the purchase of products 
from Tide Water is concerned, the two are essentially the some. Both 
purchase under identical contracts, both receive the same prices and 
allowances, if any. The principal difference is that the one has an 
nvestment in the property if he is the owner, or pays rent to a 
~tranger 5 the other pays rent to our company. 

do not. intend to assert that the company’s interests as a land- 
lord are something separate and apart from its interests as a marketer 
of petroleum products. That would be unrealistic. The nearly $3 
million we have tied up in service-station properties in New Jersey 
are invested to assist in the sale of our products and not prim: arily 
to realize profits asa landlord. We try, of course, to make our invest- 
ment in a service station pay its own way from rent received. In 
many cases it does and in some cases it does not. 

But, to get back to the dealer: When I use the term “dealer” in this 
statement I mean all operators of retail service stations (other than 
company operated stations, of which Tide Water has none in New 
Jersey), whether they be our lessees or otherwise. 

The contract with dealers is an ordinary purchase and sale agree- 
ment. These usually have been written for a term of 1 year and 
automatically renew themselves from year to year thereafter, unless 
terminated by either party at the end of any year on 30 days’ prior 
written notice. We endeavor to get longer terms, 2 or 3 years where 
possible. 

The contract is not exclusive, that is, the dealer is not required to 
purchase all of his gasolines or other products from Tide Water but 
only such of our branded products as he desires. ‘There are no mini- 
mum or maximum requirements. Actually, very few dealers handle 
more than one competitive gasoline. We serve directly six stations in 
New Jersey which do and we definite ly have no policy against serving 
split outlets. Very few dealers want to buy from more ‘than one sup- 
plier. ‘The reasons are more or less obvious. 

When more than one gasoline Is dispensed at a service station, prod- 
uct identification through signs, station coloring and on-the-spot ad- 
vertising is difficult. The dealer handling two or more products is in 
no position to take full advantage of national and local product ad- 
vertising and the use of his suppliers’ credit cards. His handling and 
bookkeeping problems are more complicated. His storage and dis- 
pensing facilities are less elastic. Ile has to deal with two or more 
sellers. Most dealers like to be identified with one company or one 
brand upon which they ean concentrate their efforts. Furthermore, 
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there is no question in my mind but that public acceptance of the one- 
brand station is much greater than is afforded the multibrand station. 

There has also been a lot of talk about the sale of other products— 
tires, batteries, and accessories, TBA as we term them. Our dealers 
are not required to handle our own or our sponsored TBA items. We 
do utilize TBA contracts where we can. 

These contracts are nonexclusive and are more of a sales promotion 
item than anything else. I think less than half of our outlets in New 
Jersey or elsewhere have signed contracts. Many buy from us with- 
out contracts. 

Of all dealers, contracted or otherwise, practically all sell tires, 
batteries, and other accessories purchased elsewhere and many also 
handle competitive lubricating oils. We use our best sales efforts, of 
course, to sell our TBA items; they are part of our marketing business. 
We advertise them locally and nationally and the dealer benefits from 
such advertising. We carry credit for them on our credit cards and 
afford the dealer numerous sales aids and sales promotion programs. 
However, we do not force our dealers, and that includes dealers at 
leased stations, to buy TBA items exclusively from us. Our salesmen 
are definitely instructed not to attempt to do so. 


PRICE POLICIES 


Tide Water Associated Oil Co. dealers normally buy at our posted 
dealer price at time and place of delivery, whether under contract or 
not, and whether or not the station is leased from the company. This 
price is What is sometimes called the “tankwagon” price. Under 


normal conditions, which, unfortunately, we have not enjoyed in New 
Jersey for a long time, this price enables the dealer to set a realistic 
resale price at a level at which he can remain reasonably competitive 
with other dealers and conduct a profitable business. 

When a price war breaks out in an area and assumes widespread 
proportions, the dealer is faced with but two alternatives, unless 
he can secure a lower price from his supplier. He can either maintain 
his resale price and his margin, or he can lower his resale price to 
meet the prices at which his competitors are selling. Either way he is 
squeezed. If he maintains the price, he sells little or no gasoline; if 
he lowers his price, he makes little or nothing, and possibly loses on 
what he sells. So what does. he generally do? He does the only 
thing he can'do. He goes to his supplier for aid. The company, 
in turn, must either somehow assist the dealer or refuse to do so. To 
refuse assistance and let the dealer go out of business would, in our 
opinion, not only be unfair to him but the company would lose an 
outlet for its products and perhaps lose a very valuable dealer. 

Our experience indicates that these disturbed price conditions are 
temporary, although I am forced to admit that the New Jersey situa- 
tion looks almost chronic. We must aid the dealer if we ourselves are 
to continue in business in the affected areas. To this end, for the sake 
of uniformity and to assure that no discrimination results, Tide Water 
has adopted a rigid policy covering the granting of what has become 
generally known as voluntary allowances. 

This policy is simply this: When we have satisfactory evidence that 
at least 2 or 3 of our competitors have granted allowances to their 
dealers, in a certain amount, we will grant similar allowances to our 
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dealers in the same competitive area. When the price war is waning 

ind we find that the competitive allowances have been withdrawn we 
foll ow the same routine in withdrawing our allowances. It Is as 
simple as that. 

lide Water Associated Oil Co. is in an inferior position in New 
Jersey. Our statistical department’s figures for 1954 show that we 
rank eighth in sales volume in that State, representing only 5 percent 

of the total g gallonage sold. I am advised there are over 10,000 retail 
stations in New Jersey. Of this number Tide Water served 455 as of 
the end of last year, or approximately 44% percent. I doubt that there 
has been any substantial change in these figures to the present date. 
W ith 414 percent of the stations purchasing our product from us, in 
in amount equal to only 5 percent of the total volume sold in the 
State, it should be apparent that our company is just too small to 
influence that market by any action it might take by itself. 

We are just as much at the mercy of competitive forces as are our 
dealers. We certainly have no incentive to start, assist or prolong a 
price war. Price wars particularly hurt our company. Gasoline, 
of course, comes from crude oil. The producer of ¢ — oil makes a 
rofit and he is entitled to it. It follows that 1f a company sells 

isoline made from crude oil which it is able to produce, the pr ice 
of the raw material to it is less than if it had to purchase the crude. 

lide Water in the year 1954 produced only 50.7 percent of its crude 
needs and 50.3 percent the year before. The remainder was pur- 
chased. There is little change in today’s situation. On the prevailing 
market the crude is purchased at the posted market price. This, 
coupled with the prevailing low net prices received gasoline in 
this company’s eastern division, brought about largely by disturbed 
price conditions in many high- volume areas, has meant to us that 
the manufacture and sale of gasoline in this area has actually been 
‘onducted at a loss. 

I point this out to disabuse your minds of any thought that Tide 
Water could have any reasons to welcome dice mal price conditions. 
I can positively say that Tide Water has never initiated a price 
reduction, through allowances or otherwise, for the purpose or a 
the effect of starting a price war. We simply could not afford 3 
even if we wanted to. On the other hand, if we are to survive, we must 
meet our competition, and, believe me, gentlemen, the oticapetitioin 

rough. 

I would like briefly to touch on 1 or 2 other points in which this 
committee seems to be interested. We have heard a lot about discrimi- 
nation, unlawful discrimination. As I understand from our legal 
advisers, discrimination can only exist if one dealer competing with 
another receives a lower price from the same supplier for the same 
product. As I have already told you, with possible insignificant 
a eptions warranted by very exc eptional circumstances, all our deal- 
ers In a competitive area oe eive the same allowances, that is, they 
buy at identical prices. I do not understand that dis crimination 
means that the dealer of one company receives a better price t!ian 
another. That, I believe, is legal competition. I mention this because 
previous dealer witnesses talked a lot about discriminatory practices 
when they were apparently referring to different pricing practices of 
different suppliers. 
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LEASED SERVICE STATIONS 


You will probably want to know a little more about our leased 
service stations. My company has $2,867,295 invested in land and 
facilities at 150 service stations in New Jersey as of this date. Forty- 
five of these outlets are owned in fee by the company; 105 are leased 
from property owners at an annual total rental of $286,895. We 
have $923,482 invested in facilities in this latter group. We endeavor 
to receive a rental based on this investment. We do not by any means 
do so, because, when a dealer-tenant cannot himself make a reasonable 
living because of depressed price conditions, we, like any other land- 
lord, are compelled either to reduce the rent or end up with a vacant 
property. 

Usually this situation comes about where there is a strictly local 
competitive situation and voluntary allowances are not being given, 
and the lessee cannot make a go of his business; or where the rent 
fixed in the lease proves to be too high for the dealer to conduct a 
successful operation. Some dealers have told you of discrimination 
against nonlease dealers brought about by reason of rental adjust- 
ments. I honestly cannot see how a parity could be achieved between 
all dealers in matters other than price. Rental values are different; 
dealers’ costs are different. Those individuals who own their own 
stations certainly paid different prices for their properties. To say 
that, if one man has a lower rent than another, discrimination results 
just does not make any sense to me. My company has no control over 
the rent a nonlease dealer pays; we do not even know what it may be. 


CAUSES OF PRICE WARS 


Your invitation stated you were inquiring into the causes of price 
wars. Frankly, I cannot tell you what causes them or who starts 
them. I am sure they are the natural result of free competition. I 
am also sure that somebody some place starts them by cutting prices 
and that the cut prices first appear at the retail level as far as the 
public is concerned. It possibly may be a dealer anxious to get a larger 
share of the available business; it may be an off-brand supplier who 
is able to pick up a cargo or two of gasoline at a cheap price. I do 
not honestly know how they start. I do know that my company has 
nothing to do with starting them. It is obvious that, if no single dealer 
ever cut his resale price, no matter what his margin of profit, there 
would be no price wars, but that is expecting the impossible—and, as 
I understand it, under existing laws, there is no way to bring such a 
condition about. 

You also asked what could be done to prevent price wars. Again, 
frankly, I cannot help you. As I endeavored to point out, my com- 
pany is not in a position to do anything by itself—and our lawyers 
have dinned into us at all times that we cannot do anything in 
concert with, or by agreement with, our competitors. I believe price 
wars are an manifestation of free and intense competition and, some- 
one always suffers in a competitive battle, except, perhaps, the con- 
sumer. 

I thank you for the opportunity of appearing before you and will 
try to answer any questions you may have on this matter to the best 
of my ability. 
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Senator Humpnrey. You have listened to the testimony all day, 
ene? Jackson, and you are with the Tidewater Associated Oil Company 
of New York? 

Mr. Jackson. That is correct. 

Senator Humpnrey. Your testimony undoubtedly identifies the 
area or the degree of your distribution and its sales in New Jersey, 
does it not? 

Mr. Jackson. It not only does that, but it attempts to identify the 
method in which we operate in New Jersey. 

Senator Humrnrey. All right. Briefly stated, how do you operate 
there ? 

Mr. Jackson. Well, we operate through company service stations 
that are leased out to lessees as we call it and through dealers. 

In other words, our method of getting the product to the dealer 
is either through company direct operation or through franchise dis- 
tributors, and we do have dual distributors as well. 

Senator Humpnrey. In other words, the problem that we have 
talked about here today 

Mr. Jackson. That is correct. 

Senator Humpnrey (continuing). Is one in which your company 
is involved too? 

Mr. Jackson. Let me explain that dual distributor relationship, if 
| may. In the instance of our dual distributors, we are expressly 
controlling the number of accounts and the type of account and the 
character of account that they would acquire. In other words, they 
cannot serve a resale account in New Jersey under their contract with 
us unless there is specific written approval that they can acquire it. 
So that, under the circumstances, we are pretty well directed, as far 
as that distribution is concerned, in an area so that we wouldn’t of 
ourselves create our own competition. 

Senator Humpurey. Is that under your franchise arrangements? 

Mr. Jackson. Well, it is under branded. I will put it to you that 
way. Now, a franchise distributor is given an exclusive territory. 

Senator Humpurey. Yes. 

Mr. Jackson. In other words, he represents Tidewater as though 
we were there on a direct basis. The franchise distributor and the 
company operation represent the majority type of marketing that 
we conduct in the area. But we do have these dual distributors whose 
accounts are identified by us and approved by us. 

Senator Humpurey. And you do not engage in either a franchise 
operation or a direct leader operation in competition with them in 
that area; is that it? 

Mr. Jackson. Well, the dual distributor is in our direct area of 
operation. That is where he is located. He would not be in a fran- 
chise-distributor operation because that is exclusive. 

Senator Humenurey. That is correct. 

Mr. Jackson. So that we do have those that are of some antiquity 
with Tidewater in a direct territory operating in Jersey. 

Senator Humpnrey. And so you can actually have a dealer doing 
business directly with you in competition with a distributor -dealer ? 

Mr. Jackson. Well, let me say that, territorially, we wouldn’t be 
confronted with a situation the type of which I heard explained here 
this morning, because we wouldn’t knowingly or intelligently allow 
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a dual distributor to acquire a dealer outlet that would be across from 
one of our own outlets. 

Now, we do not operate any stations in New Jersey. We have no 
commission operations in New Jersey either on the service-station or 
the distributor level. Our history there has been not unlike some of 
those companies whose concern has been expressed here today. 

We are an old company in New Jersey, but our importance there, 
unfortunately, has declined from a high of about 8 percent of the busi- 
ness, seven-odd percent, to about 41% percent today. ‘That is over a 
10-year period from 1945. 

We have been wounded just as the dealers have been wounded. As 
a company who is a buyer of crude on balance, our costs will neces- 
sarily be reflected as against one who is able to process their own 
produc ed crude, and as a result, | am not trying to measure one com- 
a s cost against another. I don’t mean it that way, but I can say 

that for Tidewater Associated, whose business started i in Jersey prob- 
ably in 1919, we are not an important factor in that market, and 
we have suffered pangs of this economic distress as much as any other 
company and along with the dealers. And I don’t think there is 
anyone here who has profited by it. 

I do think the impact and the influence of some of these rebrand 
stations, known as Merit and Saveway, have had a tremendous 
effect. And when I draw a comparison to you that some of those 
stations are purported to market as high as 150,000 to 200,000 gallons 
per month because of these wide disparities in price sign displays, 
and 1 tell you that our average through our retail outlet in Jersey is 
about 5,800 gallons a month, and our company service stations about 
ten or an average of about 8,000 a month, you can appreciate that 
we, too, and with our dealers, suffer some concern about the fact that 
these large nonbranded stations are acquiring the business. In other 
words, the chain reaction works against our organization in favor of 
these units that can post these 4- and 5-cent discounts. 

Senator Humpurey. Youdo not have your own refinery ¢ 

Mr. Jackson. No. 

Senator Humpnrey. Whosupplies you? 

Mr. Jackson. Well, let me say this to you: We have had a refinery 
in Bayonne for many years. We closed it in February of this year, 
and as a result of it we are securing our products under processing 
agreements made with companies in the Gulf and one at Marcus 
Hook, where our products are processed according to our specifica- 
tions, so that we do secure our refinery requirements under processing 
arrangements that are our own specifications. 

But we do not operate a refinery any longer in Jersey. We are 

building a refinery in Delaware to satisfy our east coast requirements. 
Senator Humpnurey. Do you make these rental adjustments that 
others have made ¢ 

Mr. Jackson. Well, let me say this to you: The stations that we 
have that have been company developed, which we lease to dealers on 
a flat rental basis, have in instances been subject to discussion with 
our marketing people on rental adjustments. We do not make them 
as a medium of allowing the dealer to further participate in price 
cuts. We are realistic, as you would be, or anyone else. We have a 
few cases where the economics of the area have changed. 

Mr. Jordan spoke about the fact that these throughways and park- 
ways and so forth have drained off a considerable volume of business 





GASOLINE PRICE WAR IN NEW JERSEY 329 


through New Jersey. We have known that for some time. And, as 
A result of it, some of our stations where we have had fixed rentals 
with our lessees have necessarily had to be—we had to review them 
in order to determine whether the rentals originally fixed were now 
applicable. 

So we have made some adjustments. But I can say to you, Senator, 
that any rental adjustments we have made are not made with the 
intention of compensating the dealer for what otherwise might be 

1 price concession. It is a matter of economics and survival. And 
there have been few. 

Senator Humrurey. Now, on page 11 of your statement, as I 
paged through it r: ather quickly, I notice that you have the causes 
of price wars. Would you like to paraphrase that for us here? 

Mr. Jackson. Well, this is a very difficult thing to tell you. I do 
not know exactly how you would say they would 2 started, but, if I 
could draw the analogy that in certain parts of the eastern markets 
today, voluntary allowances are still oe exten vd d, then we have 
very turbulent areas in New England where the price condition is 
extremely bad. We take the other leaf and turn to Jersey, where we 
discarded all the voluntary allowances some months ago and are on 
a straight tankwagon basis. 

That is firm and it is stratified at one level, 1414 cents, and you 
still have the same price situation. 

Now, in our opinion, we are unable to tell you how these price 
wars commenced and how they are sustained by ourselves. All we are 
is the victim of these swings that arise from some ambitious person 
attempting to acquire more gallonage for his unit then, economically, 
that unit should, in the light of the competitive situations, warrant. 

I will go back again to what I said about Saveway and Merit. 
How can stations do 200,000 gallons in an area or in that magnitude, 
and a station that gives primary service, has excellent products and 
has been in business for a long time in an area, only average 10,000 
gallons? There is an imbalance there that results from something. 

Now, we can only be realistic about it and attempt to trace what 
that something is. And, in my opinion, when you have a disparity 
in your retail price level of 5 and 6 cents a gallon against the prudent 
fellow who does his best to pay his rent and maintain his ieeiby 
as a businessman and can only do 10,000 gallons a month, some thing 
has to give, and it would be my opinion on that basic example that 
the cause of that price war is determined by the operator of the sta- 
tion who posts those low discounts. 

Senator Humpurey. What would happen to your company, sir, 
if you had to reduce the price to compete with that 5-cent disparity? 

Mr. Jackson. Well, I would say this to you: The price at which we 
are selling gasoline today in Jersey is a pretty ruinous price. It is 
below the quick, as far as our company is concerned, and I would hate 
to think, as optimistic as I am, and as has been expressed here today, 
! would hate to think where Tide Water Associated would be in an- 
other year if this price situation keeps up, because I think it might well 
ae to other areas. And, if it does, and it has justification for it. 

then there is chaos for us, and I can only speak for my company, 
because it is that overhead that I have to watch, and with which I am 
familiar. 
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Senator Humpurey. Do you know who supplies Merit and Save- 
way? 

Mr. Jackson. I couldn’t tell you, because I don’t know. I could 
tell you what I have heard, but I presume you want facts here, and it 
would not be my considered opinion that I ought to approximate or 
guess on something. 

Senator Humpnrey. It would be better to reserve your comments 
to what you know to be facts. 

Mr. Jackson. That is correct. As a matter of fact, I might add 
to you that my residence in the East has not been too long, and as a 
result of it—I came from the west coast, where I have seen these corre- 
sponding price situations develop—having been in the business 35 
years, I have had some familiarity with it and 

Senator Humpnrey. Are you from Los Angeles? 

Mr. Jackson. Well, I covered the waterfront from Canada to Mex- 
ico, if I may answer your question that way. 

Senator Humpnrey. Do they have anything out in Los Angeles 
as crazy as this thing they have up in New Jersey? 

Mr. Jackson. I think there are participants and actors in the drama 
that are as crazy. 

Senator Humpurey. I was out in Los Angeles not long ago. I 
didn’t notice any gasoline price war of any particular degree. 

Mr. Jackson. 1 haven’t been there for just about 2 years; so I 
wouldn’t be able to comment on that, sir. But I mention it only be- 
cause I cannot go back to the origin of some of these nonbranded units 
here, as I might if it were in discussing something on the west coast. 

Senator Humpurey. You mentioned here some participants in the 
drama a while ago. Do you know any of the names of those partici- 
pants, or was that just a general comment? 

Mr. Jackson. Are we talking about the west coast? 

Senator Humpnrey. Yes. 

Mr. Jackson. Well, there again, I think we had better stay in geo- 
graphical area in which I am now operating. 

Senator Humrnurey. We are interested in the whole price war situa- 
tion. Iam interested not just in the New Jersey situation. 

Mr. Jackson. No. I wish we had the very desirable plateau of 
Elysian prices in the eastern market that have prevailed on the west 
coast for some years. 

Senator Humpnurey. But there have been sporadic price wars out 
there? 

Mr. Jackson. I think there have been sporadic price wars; yes. 
There were in the years that I have been there. They were very short- 
lived. I will tell you that. 

Senator Humpnrey. Do you recall any participants in those wars? 

Mr. Jackson. You are going to dig into my historical memory here. 
Tf I may, I would rather not get into indicting somebody that I would 
not be accurate about. 

Senator Humenrey. All right. 

Mr. Jackson. You see, that Los Angeles Basin has a unique situa- 
tion. You have a refinery sitting right on top of an oil well. We don’t 
have that here in the East, and as a result, identities are sometimes 
lost between the origin of the oil and the delivery of the end-product 
into a service station. 
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Senator Humpurey, Does that have really very much effect on price? 

Mr. Jackson. | don’t think as much today, Senator, because Cali- 
fornia, for example, now is a net importer of crude, and so I think this 
situation has changed. 

Senator Humpurey. I remember a number of commodities that 
you actually almost pay more for sometimes where they produce them 
than 2,000 miles away where they send them. 

Mr. Jackson. I never found that to be the case in my experience in 
Los Angeles, sir. 

Senator Humpnrey. Not on what! 

Mr. Jackson. Not on gasoline. To the contrary, it was always the 
other way around. 

Senator Humpnrey. Anything else ¢ 

Do you have any further suggestions ¢ 

Mr. Jackson. No. I will say this—— 

Senator Humpnrey. You can tell us what to do about this? 

Mr. Jackson. No; 1 cannot tell you what to do. I do think that the 
future of the thing lies in the hands of the dealers. I would sum- 
marize it that way, because 1 am quite satistied—I can only say this: 
Tide Water can make no contribution to the thing, because we do not 
operate company service stations. 

Mr. Jordan told you about a very altruistic effort that was under- 
taken some time ago in Ohio, and which, apparently, has developed 
well. There, apparently, the market leader, Standard of Ohio, set some 
retail prices at retail outlets, and it held, or they held. If that could 
be done in Jersey, I think it would be a fine thing. 

My own opinion is that correction is going to come through the 


dealers, because I think the oil companies would be the first to line 
up the right to give any kind of individual endorsement of any upward 
movement in prices that would occur. 

But I do not think the oil companies are in any position to do it. 
As a matter of fact, I think they cannot legally—and particularly 
upon the reminders that constantly are occurring in our ears from our 
law department—they cannot legally undert: ake any movement that 


would, in concert, create an improvement in that price situation. 
I think it has to stem from the dealers. 

Senator Humpurey. The point that constantly rears its ugly head 
before me is the fact that these nonbranded dealers are able to sell 
at such a reduced price and still make money. 

Mr. Jackson. That is understandable, and there again, I can’t give 
you the identity, but you can get this scene, I think, Senator, that 
periodically independent refiners in the Gulf, just as a matter of 
veographical identity, who may be long on crude and who want to 
liquidate that raw- -material inventory into cash, will run at a rate 
higher per day or per month or whatever you may want to character- 
ize it, and create a larger throughput of finished products for the 
period than would be a norm. 

Now, that surplus, which might, in their case, be called incremental, 
or may not, depending entirely on how they want to classify it, might 
be an amount that they would sell at a distressed price that would 
go into a tanker and come up the Atlantic seaboard and be purchased 
by someone. 

Now, I do not mean that that is a continuous process, that the 
continuity is always apparent. But I do say those are possibilities. 


So, 


& 
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They have happened. And as a result, when that gasoline finds its 
distribution through retail channels to the consumer, you can under- 
stand that if it were purchased at a lower than normal price, the 
dealer is inspired to get rid of it as well as the refiner wanting to get 
rid of it by getting his cash and funneling a large amount of business 
in. And that has been a segment in the are of this price turbulence 
that the industry has faced over a period of several years. 

Senator Humpnrey. Why don’t some of the big suppliers buy that 
extra gas 

Mr. Jackson. That I would not know. I can only speak for Tide 
Water. 

Senator Humpnrey (continuing). And blend it. Blending is a 
common practice in the grain business. 

Mr. Jackson. I would not know that. And during the war | 
think that might have been something that the Government might 
have had in mind. But I would not know that. We could not buy 
it because we are processing the crude plus that which we buy at 
posted prices for our own retail and marketing outlets. 

Senator Humrnurey. You only process about 50 percent of your 
needs; do you not ? 

Mr. Jackson. Well, let me put it this way: No; we process all of 
our needs. 

Senator Humpnrey. From crude? 

Mr. Jackson. We produce about 60 percent of our refinery require- 
ments. 

Senator Humpnrey. I see. It is about 50 percent of the crude that 
you produce. 

Mr. Jackson. But, let me saythis to you: Our refining department 
is charged at the posted price of crude, and there is no co-mingled 
influence, nor is there any production cost adjustment to give the 
refining department a low-cost benefit. They have to pay the posted 
price of crude, because we buy about 40 percent of our crude, and 
so we are not given any stratified price levels on purchased against 
produced crude. We are charged entirely at the posted price. 

Senator Humpnurey. I cannot believe, however, that a station that 
sells 150,000 or 200,000 gallons of gasoline a month and continues to 
have a sustaining business is operating catch-as-catch-can, depending 
upon some independent producer. 

Mr. Jackson. I cannot, either. I did not offer that as the explana- 
tion. 

Senator Humpnurey. No. 

Mr. Jackson. I said that was one of the inferences. 

Senator Humenrey. I am sure that is one of the inferences. 

Mr. Jackson. My guess, Senator, is that somebody is supplying 
them with a continuous flow of products, and at very attractive prices. 

Senator Humpurey. And it may even be somebody who is selling 
gasoline under their own brand at higher prices. 

Mr. Jackson. It might be a neighbor. 

Senator Humenrey. Yes. I would not be surprised. I guess that 
is about enough. ‘Thank you very much. 

Mr. Jackson. Thank you very much. 

(Whereupon, at 6:20 p. m., the subcommittee adjourned to recon- 
vene at 10 a. m., Friday, December 16, 1955.) 
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FRIDAY, DECEMBER 16, 1955 


Unrrep States SENATE, 
SeLtect CoMMITTEE ON SMALL BustNess, SUBCOMMITTEE 
oN Rerar.rnG, Distripution, AND Farr Trape PRActIceEs, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a. m., in room 
157, Senate Office Building, Senator Hubert H. Humphrey (chair- 
man of the subcommittee) presiding. 

Present: Senator Humphrey. 

Also present: Walter B. Stults, staff director; Lewis G. Odom, 
chief counsel; Philip F. Jehle and John Flynn, counsel; and Robert A. 
Forsythe, administrative assistant to Senator Edward J. Thye. 

Senator Humpnrey. We will call the subcommittee to order and 
start this morning’s hearings. 

I believe that the first witness scheduled today is Mr. Dwight T. 
Colley, vice president of the Atlantic Refining Co., of Philadelphia, Pa 


STATEMENT OF DWIGHT T. COLLEY, VICE PRESIDENT, THE 
ATLANTIC REFINING CO., PHILADELPHIA, PA. 


Senator Humpnrey. Did I pronounce your name correctly, sir? 

Mr. Cottey. That is correct; just like a dog, sir. 

Senator Humrurey. Not at all; just like a good man. 

You were here yesterday ; were you’ 

Mr. Coxtey. Yes, sit 

Senator Humpurey. And you know how we proceed. You have 
your own time, and you may proceed just as you like. 

Mr. Cottey. I am going to talk from notes. 

Senator Humpurey. Do you have a prepared statement ? 

Mr. Cottey. Yes, but I won’t make that; I will talk from notes. I 
will try to answer the questions that you set out. Perhaps you will wait 
until I finish, but I don’t mind being interrupted. Any time you 
have a question, you stop me. 

Senator Humpnrey. Thank you. 

At this time may we have permisison to incorporate in the record 
the replies you made to the questionnarie ? 

Mr. Couey. Certainly.’ 

Senator Humpnrey. And if you have a prepared statement subse- 
quently, we will ask that that be placed in the record so * that your full 
statement will be there. 


* Reply of The Atlantic Refining Co. to the committee questionnaire appears in appendix 
, p. 542. 
2 Written statement of Mr. Colley appears in appendix VI, p. 538. 
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Mr. Cottey. Yes, sir. 

Senator Humrpurey. Thank you very much. 

Mr. Cottey. As you have said, my name is Dwight T. Colley, vice 
president in charge of marketing for The Atlantic Refining C o. Thave 
also been engaged i in the mar keting business ever since 1919, exe ept for 
a couple of years in this last war to get shot at again. I am also a 
director of the American Petroleum Institute, and chairman of its 
Service Station Advisory Committee. 

I am not going to speak for the institute, of course, but I am tre- 
mendously inter ested in this dealer problem, and very glad to have 
an opportunity to come down here and talk to your committee, because 
I think that you have a chance to find out things about our industry 
that it is illegal for us to find out, Senator. 

Atlantic was incorporated about 1870. And, incidentally, we were 
the first company to establish a drive-in service station of any account 
in this country. 

We are referred to as a fully integrated company, but actually we 
promuce only about half of our erude oil, and, therefore, as marketers 
we are forced to stand on our own feet. 

Although we have been in business all this time, we cover the At- 
lantic seaboard only, about 17 States from New England to Florida, 
and as far West as parts of Ohio and into West Virginia. 

I also appreciate the opportunity of appearing here. I realize this 
will give our company an opportunity to reply to the Atlantic dealers 
who testified before you in Newark, and because we appreciate it, we 
will file categorical answers to what they said. 

I think it would conserve your time and be better for what you are 
trying to do if we talked to the general problem, rather than going into 
that. 

I am sure you have already determined, Senator, that the marketing 
of petroleum is a complex business. I listened to the testimony yes- 
terday, and I ‘wondered whether you were being helped or confused. 

Senator Humpnrey. Maybe you have come closer on the latter there. 

Mr. Cottey. I wish you would ask me questions. I don’t want to 
take too much time here, but I would like to try to explain to you 
things about our business and why it is that way. I think it is easier 
to do that than to give you the way to fix it. But I would like to have 
you know why it is that way. 

I realize that you would expect a manager of a large marketing 
company to have the picture and expect him to be able to } present it. 

Senator Humpurey. That is correct. 

Mr. Cottey. And the solutions for it, sir, 1 am going to make at the 
end. You asked for suggestions. Iam going to try to give you some 
concrete suggestions, because I really think this committee can help 
the situation. 

Senator Humrpurey. Would it be advisable for me just to let you 
proceed with your general statement? I have a number of questions 
I do want to ask you, but I thought I would listen to what you have 
to say at this point. 

Mr. Cottey. I hope I will answer some of the questions you have 
prepared, and perhaps it will save you time. 

Senator Humpurey. That is right. That is what I felt, so you just 
proceed, 
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Mr. Cottey. We think, for example, that there have been depressed 
prices too long in the State of New Jersey. I want you to know that 
we as a supplying company and many of our dealers have been hurt, 
and we don’t like it. 

However, I thing we ought to begin for a few minutes—some of it 
will be repetitious. I was 3 amazed yesterday how much information 
you had acquired since you have been working on this, many of the 
basic reasons for price wars, you know. 

But, I want to develop them a little because I must do that to come 
up with my conclusions, sir. It is obvious, almost a cliche, that when 
we begin to investigate price wars or competition, not price wars but 
competition, we are investigating the basic thing that made America 
what it is, because to encourage Initiative and give people a chance to 
crow is what it is all about. 

Now, New Jersey, as has been said, is in the heart of the industrial 
East. It is teeming with business. It is crowded with traffic, and 
so the east coast has drawn the most powerful concentration of re- 
fineries anywhere in the world, and there we have the oldest and the 
most modern refineries, Senator. And it is an ideal place to supply 
because it is along the coast, it is easy to serve it with the largest tankers 
in the world, either with crude oil for those refineries or with finished 
products from the gulf. 

Now, what it has meant to the State of New Jersey in the availability 
of these countless petroleum products at very low prices is too e asily 
overlooked, and I am sure this committee would not be holding hear- 
ings or the Governor of the State would not be as concerned if they 
had been accomplished by just fierce competition between the major 
companies. Your concern is, and properly so, sir, with the individual 
dealers, what has happened to them in this struggle. 

Now, the figures readily prove, I mean by figures the published 
Government figures, at the moment there is more than sufficient re- 
lining capacity available to supply this area Note I said “capacity.” 
i want to stress the point, however, that I say “at the moment” because 
it has been my experience in almost 40 years of marketing that you 
think you have the facilities and the business grows so fast that you 
suddenly don’t have them. 

Now there is an ample supply of crude in this country and from 
abroad to run these refineries, and it is to the advantage of this country 
that that is so. We can’t ever be in the position in this industry of 

saying we don’t have quite enough. I was in that position after the 
war. I thought of it this cold” morning. We didn’t have enough 
burning oil. 

Senator Humpurey. How well I remember. I was Mayor of Min- 
neapolis, and it gets cold out there. 

Mr. Cottey. Yes, sir. 

Senator Humpurey. We had to set up rationing depots around the 
city to provide 5-gallon cans of fuel oil. We h: ua the cooperation of 
all the oil companies. We were trying to get the Navy to release a 
little of its excess fuel oil. I think we did tap the Philadelphia Navy 
Yard somewhere along the line. 

Mr. Cottey. Yes. 

Senator Humpurey. I remember that. It is cold in Minnesota, 
and it is here, too. 
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Mr. Cottey. You either have too much, or the availability to manu- 
facture too much, or you don’t have enough. And the oil men have 
grown up in it, and I sometimes wonder whether times have changed. 
I think they have. 

But we learned to believe that the only control on sales was the 
competition. That was the control, and that is all we expected or 
all we asked for. Thus, as I say, the basic causes are attractive mar- 
ket, conveniece to supply, and a number of strong companies elbowing 
each other for those gallons. 

Now, let’s look at the immediate causes. I was impressed all day 
yesterday, and I knew how you must have felt as big companies stood 
here and seemed to blame the dealers for the situation. But let me 
assure you, sir, that as you heard them testify, most of the service 
stations are in the hands of dealers, and they take this product to 
market, and, therefore, they do the pricing, whether urged to or 
however, they do the pricing, and by the very nature of the situation, 
not to blame them, and I say here, in my opinion, the independent 
retail dealer whose plight we are investigating must be considered 
first, for he is immediately responsible for a large part of the trouble. 

For in spite of the statements of the various associations that dealers 
are economic slaves operating company-owned stations under close 
control, the fact is that a successful dealer—and I am going to talk 
about them first—a successful dealer is an able, independent and 
very tough operator, and he prefers, instead of having payroll security, 
sir, he prefers or he is willing to work—I don’t know that he prefers 
it—he is willing to work long hours out of doors in all kinds of 
weather in order to run his own little business and someday have an 
opportunity to make it a big business or a bigger business. 

Now, remember, he chose to be in this business, and there are a lot 
of new ones coming in every day to replace those who don’t make it. 

And I am old enough in this business to recall that all my life the 
service-station business has been highly competitive, except during 
the war and a few years after the war; and I sometimes think the 
young men that work for us, and the dealers, got a little spoiled in 
wartime when there was a shortage of product, and controls and very 
little selling done. And all of a “sudden there is too much, whatever 
too much is, and the things gets very competitive. 

But the men I have known personally—and I have known lots of 
them, as somebody said here yesterday, who have built profitable busi- 
ness and become valuable members of the communities—those kinds 
of guys have been impossible to coerce ; they have been even difficult to 
coach, and they have been the despair of these organizers. You just 
don’t organize those kinds of people. 

Now, I have been talking about the independent dealer. There is a 
good deal of discussion of whether a man in a service station, in a 
company-owned or ae service station, is a free dealer, is an ‘inde- 
pendent dealer. Now, I don’t think he is as independent as a dealer 
owning his own place. I don’t have to try to prove that he isn’t as 
independent, because he isn’t. But, bear in mind, this business has 
come to require—you customers have come to require—elaborate sta- 
tions, elaborate facilities, terribly expensive investments, and the small, 
individual guy never could get started in one of those if he had to buy 
them or build them. 
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And so I have been terribly proud—lI really have, sir—because I 
felt this industry more than any other has provided an opportunity 
for youngsters to get started. After both wars, men that I have 
known personally have got started in the service-station business be- 
cause, with a limited amount of capital and a lot of guts, they have 
been able to build their own businesses. 

Then the immediate cause is these thousands of small dealers fight- 
ing for business growth in their particular neighborhoods and learn- 
ing from bitter experience what we in the big companies spend 
thousands of dollars in sales research to find out, that volume is the 
simplest way to reduce overhead and unit cost. And then we sales 
managers pour gasoline on the fire because our success and the suc- 
cess of our district managers and salesmen is to grow. 

You see, we have to have company acceptance. ‘That is the precious 
thing we strive for. And company acceptance of a brand—people 
accept a brand and go for a brand because of 2 or 3 things that I 
want to mention quic ly and go on. 

First, the brand has to have quality. I was glad to hear you talk 
of brand yesterday. So many people in Washington think that.brand 
isnot important. I think it is a guaranty of our reputation. 

Also, different from other products, it has to be available. Con- 
venient distribution of service stations is another requirement. He 
has to be able to find your brand not by hunting for it; he has to run 
into it along the highway, sir. 

Senator Humpurey. He has to stumble into it, literally. 

Mr. Cottey. That is right, because a lot of other people have things 
set up along the highway. 

And finally, his acceptanc e is dependent upon good service at com 
petitive prices. That is the unfortunate part of it. I think all of 
us wonder, do the people care so much about a few cents! Well, if 
you don’t think so, just post a price that is 2 or 3 cents under the regu 
lar price and see how the gallons go up. 

Senator Humpurey. That is quite true in many businesses. I can 
recall some years ago when you used to find a little slip lying on the 
counter or on the floor. They would have on the slip—this very intel 
ligent and thrifty housewife would have on the slip—* Palmolive soap, 
Jones’ Drugstore,” and “Kleenex, Humphrey’s Drugstore,” and they 
would walk 5 blocks to get 2 cents on each sale, you see. 

Mr. Cottey. That is right. 

Senator HuMPHREY. Anybody that has had to wrestle around with 
these nickels understands that price has something to do with it. I 
am not unaware of that. 

Mr. Coxztrey. I notice my daughters are much more conscious of 
their budget than menare. They go for price. 

Senator Humpnrey. Yes. . notice my wife is, too. I was out 
shopping last night for a little while, and I was not sure whether or 
not this was a process of saving lives or saving money. I almost 
balked at the extreme. But I didn’t win. I want you to know that. 

Mr. Cottey. No. I donot have to listen to know that. 

What I am trying to build up here is that these dealers know and 
we know that, as bad as competition is—and this, I think, is impor 
tant—as bad as it is, to be undersold by another brand is w orse, and, 
if you stay long enough undersold, it is the end. I am not going to 
waste your time arguing about how many dealers go out of business in 
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New Jersey, whether it is 30 percent or 15 percent, because in my 
opinion—and I want to make it awfully clear—if any more go out 
of business than need to, than have to, and still keep this business 
competitive, it is too many. And, as far as I am concerned, I think 
that is what we are interested in. Is there some way to keep this big 
oil business truly competitive and not make it so hard on the little 
people? 

You see, before I came down here, I read a lot of testimony before 
other committees. There have been lots of committees. You are a 
businessman. You just think of a Washington committee as some- 
thing unpleasant that you have to go to. 

Senator Humpurey. We do not want you to feel that way, sir. 

Mr. Cottey. I did not. I wish I had prepared this thing—that is 
why I am skipping some of it—before I came, because I was impressed 
yesterday with your interest in getting at the facts. 

I say, you sit there. You have given your life to it. And here 
people get up, not so much the dealers themselves, but the dealer 
organization people, and lambaste the companies, when you feel that 
you have been giving your life to make it better. And I know at 
San Francisco, at this committee I am chairman of—across the country 
we have dealers on that committee from all parts of the country, and 
they were very resentful of the broad statements that “this is a terrible 
business,” and the dealer was being driven to the wall. I did notice, 
sir, that there was nobody on this committee from New Jersey. And 
I constantly explained to people on that committee that, “You can be 
very philosophical about it; you can talk about waiting for it to grind 
its way out, unless you run a station and are hungry and are losing 
your business.” And I don’t criticize or resent what the dealer going 
down for the third time said to your committee. I do resent what has 
been said under oath before some of the other committees, and I 
thought I ought to take time to prepare something here. But I am 
skipping it, because of what I saw yesterday. 

However, since you are investigating as to whether competition— 
you are not investigating whether competition exists, Senator. You 
know that. What you are trying to inquire into is the degree, and, 
therefore, I think you owe it to yourself and the committee to find out 
just what the facts are, not from the prejudiced people, but from 
an investigation of your staff in the field. What are the facts? Fig- 
ures get thrown around. People are very prone to quote figures. I 
am a salesman, and it makes my case sound better. 

I think you will find that, for example, this slave ownership, some- 
body said in front of some committee that 80 percent of the dealer 
locations were owned by—I don’t think this was your committee, but 
maybe it was—80 percent of the locations were owned or leased by 
the big companies. 

Now, our company, one of the smaller of the so-called big companies, 
up through the whole territory, we own or leasc only about 30 percent 
of the locations. In New Jersey, though, the proportion is higher than 
that. And, if this thing goes on, I think it will increase. 

Senator Humpurey. That was one of my points of concern yester- 
day. 

Mr. Cottey. Somebody asked here yesterday, one of your staff 
asked what I thought a very keen question: Why do you go on 
acquiring stations for yourself? But no dealer, as long as this condi- 
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tion exists, could afford to go out and get a good location on a good 
highway in New Jersey and build a modern station on it, not with the 
returns that marketing would get 

Of course, the reason we continue to do it is the hope that some day 
this thing will get straightened out, and realizing that, as far as the 
public Is cone erned, if we don’t have convenient stations it will be just 
too bad. I think that is the point I did want to make, because I think 
it was very properly asked yesterday. 

Senator Humpurey. And the conditions somewhat compel the com- 
panies, if they are going to market the product and stay in this field, 
as long as these ov erly ‘geared- up competitive conditions do exist, to 
obtain outlets, even if you have to obtain them through your own con- 
struction and purchase f acilities and then put them on a lease basis to 
get outlets. Isn’t that correct / 

Mr. Cottey. That is right. You see, the thing is competition. 
Everybody feels it must be worse in his section. You can see why 
the dealer thinks so. But this is competitive all along the line. 1 
thought to myself you couldn’t finance the marketing business in 
New Jer sey out of refining profits at the moment; I can assure you of 
that. The thing is competitive all along the line. And everybody 
feels that their part of it is the worst. That they have the tough side 
of it. The reason the dealer has the tough side of it is, if he loses 
all of his capital, that is all he has got to lose. And that is a lot. 

Senator Humpurey. That is quite a lot for an individual; yes. 

Mr. Cottey. You spoiled for me my quotation, because you used 
it so often yesterday. But I think you are entirely right in compar- 
ing the frontline situation as having some comparison to the dealer 
situation. And it used to disturb me no end duri ing the Korean war 
to hear people argue whether it was a real war or not. As far as I 

can find out, infantry gets killed whether it is a big or little war. And 

it is just as bad to get killed in a little war as it is a big one. Asa 
matter of fact, I remember being just as scared in the first war as I 
was in this. 

And again we come to the point of getting down to see what we can 
do about it. And curiously enough, here is why I think you can do 
something about it, because you kept asking questions yesterday of the 
companies as to what they thought about “c ompetition.” And some 
of ees claimed to know “what their competition was doing. 

Well, it is quite simple to find out what the posted tankwagon price 
of your competitor is. I mean, that is published. As you say, the 
12 major oil companies post those prices. But to find out really what 
is going on in this business is a lot more complicated than it was when 
I was a youngster in it. And we really don’t know. Our price intel- 
ligence is terrible. And I am sure that many of the moves that take 
the market down are based, Senator, on bad information, some rumor. 

You wouldn’t think business could run as much on rumor as we do, 
Now, why is that so? And I come to what you can do. In my opin- 
ion, the antitrust laws and the law regulating the Federal trade are so 
written and so complicated that we just are ‘unable to discuss fr: ankly 
our problems across the table. We send out letters every month, our 
lawyers do, to our people, saying, “Remember, don’t talk to a com- 
petitor.” And then you wonder why we don’t get anything settled. 

They have been written a long time, they are construed differently 
every day. This sin by inference. 
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Senator Humpurey. Guilt by association ? 

Mr. Cottey. That is right. And therefore—for instance, my law- 
yers tell me, “You can call up and find what is an accomplished fact.” 
They think it is proper to alk a competitor, “What did you do yester- 
day ; what did you post yesterday?” Lots of companies won’t tell you, 
because they are afraid to talk to you. You see what I mean 4 

Now, what did we just have? A decision in Connecticut—New 
England, where I come from. And if that stands as law, that Enter- 
prise case—I am not a lawyer, but it was talked about here yesterday— 
you can’t do what we as a company have set as our major policy, and 
that is to make our dealers competitive. That is our objective. I will 
read you in a minute what our policy is, and then tell you why it 
hasn’t worked and what I think might work. 

[ think really—I don’t see how anything as important as this can be 
settled unless we can talk about it. You can do one of three things, 
Senator. You can take the control from the companies and put in 
Government, and you know what happens then. Or you can let it go 
the way it is, and it will go there, or worse. 

Senator Humpurey. May I just interrupt / 

Mr. Cotiry. Yes. 

Senator Humpnrey. I appreciate what you are saying, beeause I 
read a news article this morning, I believe in the Wall Street Journal, 
which indicated that I suggested yesterday that the Federal Govern- 
ment may regulate this industry. My a i was along the lines, 
sir, that you are speaking; namely, No. 1, that it would be to my 
mind the least desirable to have the bh exh regulate it; and 
No. 2, that if the conditions prevail that now are underway and it 
continues to even get worse, whether we like it or not, the pressure gets 
so terrific upon the agencies of Government, Federal and State, to do 
something, then you do do something. That is the way generally that 
the Government gets into things. 

I grant you that there are times that the Government gets in when 
conditions are not as inviting as you have in this situation. But, if 
it continues and you get constantly more and more complaints and 
protests—and we have instances reported in the press of violence, 
which, may I say, was a rather shocking thing. I felt very badly 
about it, and sent Mr. Jehle up to New Jer: sey right away to try to get 
what facts he could about the situation. But if this continues, then 
you do—not because a Senator or Congressman wants to inject the 
Government into a private enterprise situation—but just out of the 
interest of the public welfare the Disveesahent takes some action. And 
I want the record quite clear here that we in this committee are not 
looking for a way to get ourselves an opportunity to writealaw. That 
is the last thing that we look for. What we are looking forward to is 
voluntary action on the part of the people who are participants in this 
industry within the framework of fair codes of competition to work 
out their own problems. And sometimes I think if we can’t talk to- 
gether in a room because of laws that are on the books we can at least 
talk in here, and the other fellow can listen. 

Mr. Cottey. I learned a lot of things here yesterday, sir. My sales- 
men all told me—you would think, to hear them, that no other com- 
panies were collecting rents for their service stations. You heard the 
statements here and how important it is to collect rent. And I think 
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very often now, as I say, we are driven to do bad managing because 
we don’t have the facts. 

And I wouldn’t have said this this morning if I hadn't listened to 
you yesterday. I was convinced that you were trying to settle this 
without taking Government control of it. And what [ am asking is, 
just change ite enough so we can legally talk about it. Then I think the 
industry ‘has guts ‘enough and principles enough to lead it out. 

Remember this, Senator. I have a long defense here I was going 
to read, saying I wasn’t a big operator in New Jersey, about 5 percent, 
and I heard that yesterday. And I thought I wouldn’t give that 
speech, because it 1s the 5 percenters that can drive you down, and 
probably we have done our part in it. Anybody can take a market 
down—that is, most anybody—you don’t have to be very big to take 
a market down, it takes quite a guy totake it up. And I think that is 
probably why we are in the shape we are in, sir. But everybody is 
afraid to lead or talk about it, because of this uncertainty about the 
law. 

If the law was more definite it would make it a lot simpler for us 
laymen. Either we need better laws or more lawyers, in my opinion. 

Now we have committed probably all the errors that you heard 
recanted here yesterday, or stressed and denied, and the staff can 
save quite a lot of its trme by not asking me “did you do so-and-so” ! 
My answer is “probably.” 

But that is not the way I planned it, and I am going to take—you 
have been so patient—we devised a marketing policy for the whole 
company, the whole marketing end of the company, which I direct 
We are not a subsidiary of anything. We are just a plain ordinary 
company. 

And this wasn’t devised just before I got down here so I could read 

, but we. prepared this almost 3 years ago at the same time we pre- 
a the 3-year lease, the longer leases for dealers, not because our 
good dealers wanted the leases. I think it has been over-emphasized. 
I led it and would like to take the glory, but I think it has been over- 
emphasized. 

We did it so that the salesmen or some eager guy in the field 
couldn’t use the short term as a club. But as I say, here is what we 
tried to do, here is the policy, it is published. 

By the way, in New Jersey on the good things—it will only take 
a few minutes to tell you the good things we have done. We don’t 
have any dual marketing in New Jersey. We don’t have in New 
Jersey a single special price. We don’t have that anywhere. We 
do not make a special price to a dealer. When we change the price 
it is by area, clearly defined area 

Senator Humenurey. How do you let the dealers know about that 
price change? In looking over the testimony in Newark, you may 
recall—and I want to say if any of the dealers are here today, I was 
derelict yesterday in my responsibility to fulfill a promise that I made 
there, namely that I would ask what type of advance notice is given 
to dealers when there is a change in tankwagon price. I think maybe 
you ean be helpful on that. 

Mr. Cottey. Not enough notice is given when it goes down, and too 
much when it goes up. By that I mean we, at least. haven't been able 
to take a price ‘down, we have been following. We fought a defensive 
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war in New Jersey, and all defensive wars are unsatisfactory and 
indecisive. 

So as I say, when the thing got too bad, we changed the price, 
not to a dealer ever, but to an area. 

Senator Humpnrey. How do you let those dealers know in that 
area / 

Mr. Cottey. They know when they get the gasoline. When the 
tankwagon goes there, most of our dealers pay cash. Of course, the 
salesmen and the people in the district office phone these dealers. 

They have been crying—I don’t like to use the expression—justly 
complaining that they are being undersold, so they call up and say, 
“We can’t take any gasoline, the price is too high.” So the man in 
the district office c: alls up and says, “The price in your area this 
morning in Elizabeth or Newark is 14 cents.” That is the way we 
do it. 

You always think you know in the main office. You have a good 
policy. It has been my experience that most of our people are ex- 
perienced people. They are on the dealers’ side. They try to tell 
them what is going on. 


Well, as I say, no special price, no dual marketing. We change by 

tankwagon area. 

Now the things that we have done, but I didn’t like to do—and I 
will go into it at the end, because I want to talk to the commission 
form of operation, the taking of the responsibility of the station 
which Mr. Jehle asked a lot about yesterday, and I would like to talk 
to that or answer questions. But let me read this. 

This company’s gasoline price policy shall have as its ultimate ob- 
jective making Atlantic dealers competitive at the retail level, fairly, 
within the limitations prescribed by law, and dictated by what is 
practical over the long term. 

Now, as I say, if that thing stands in Connecticut, you couldn’t have 
this as an objective, the way I read it. The implementation of this 
»olicy: It shall be the policy to achieve the above-stated objective 
initially by establishing a tankwagon price at a level which is com- 
preaiien with the prices of the major competition on an operational 
are: 

Yi ou asked yesterday how they all happened to be the same. It is 
easy to find out what the posted price is. 

Senator Humpurey. We talked about that, too. 

Mr. Cottey. You don’t want to sell at any less, you can’t afford to, 
and you want to be sure it is on the market. Therefore it gets to be— 
over a long run it doesn’t vary. It looks as if it is by agreement. 

It is that way because it has to be that way. There isn’t any other 
way to do it. “But then, of course, begins the special considerations 
that you have talked about. 

Now, offering the same tankwagon price to all dealers within a 
given zone, that is the policy. If we change the price, every dealer 
within that zone has to get that price. Thereafter I mean after once 
establishing this price—we adjust the tankwagon price to meet major 
competition by large political subdivisions. 

Mr. Ovom. When you say “price competition” you mean price com- 
petition at the dealer level ¢ 

Mr. Cottey. Yes, the wholesale level. If we were to find that Esso 
had a tankwagon price of 14 cents and ours was 1414, we would change 
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that price to 14 cents, not over the entire State, but in a well-defined 
political area, to all the dealers within that area. Don’t pick out the 
weakness until I get to the end, because I will tell you what the weak- 
ness is. 

In other words, we try to make the areas large enough. We try to 
do it by towns or cities or townships, and never, for example, by 
wards or shopping areas. 

I had great arguments with our attorneys about that, and if any- 
body knows how to draw—and that is the weakness—if anybody 
knows how to draw this circle so that everybody gets treated fairly 
within that circle and the guys just over the other side are not treated 
unfairly, that is the thing I haven’t been able to solve. The secret 
is to make it big enough. There isn’t any shopping area for gasoline. 

As the Senator said—I thought he said he was in the drug busi- 
ness when I came down here, but he said yesterday there isn’t any 
shopping area because you go along these highways and you can 
move anywhere. So I can’t price by shopping area. I pick out a 
political area that is defined on the map that somebody else didn’t set. 
We used to shape areas, there would be the funniest shaped areas you 
ever saw, sir. We would go along like this pretty good and then 
we would have a dealer out here we wanted to include—and there 
would be a big tag out on the end to get him in. 

Senator Humpurey. Sort of economic gerrymandering. 

Mr. Cottey. That is right, that is exactly right. I couldn’t think 
of the word. I come from Rhode Island where it started. 

So we thought the best thing to do is at least get it clear and posted, 
and so we do it by towns or cities, and it isn’t perfect. 

Now, the essence of this policy—and this was published at that 
time, 2 years ago—Atlantic’s basic problem is to make certain that 
the dealers are supplied with gasoline at the same price as major 
competition is supplying its dealers ; two, that the success of this policy 
is largely dependent upon making all price changes by sufficiently 
large political subdivisions; three, that the responsiveness of this 
policy to changes in the gasoline market is almost wholly dependent 
upon the necessity of each region knowing all the facts back of these 
competitive price changes. 

That was a mistake in the policy. By the time my people, or any 
company, I imagine, accumulates the evidence of what is going on, 
the dealer has lost his business, you see, sir. 

Now, it comes back to what I as asking you to do on this law. The 
marketing policy of the big companies has degenerated into this 
because of the law. We are not clear what we can do, except that we 
can be competitive. That seems to be clear. It has got a little con- 
fused by this case up there, but we have been told that if we follow 
competition we are all right, we are justified. And the whole indus- 
try now is set up on the basis that you make a survey, find out the 
worst possible thing going on, and meet it. 

That is the way we market. There are people who would not agree 
with that, but that is what it has become, and that is why it goes 
down as well as up. 

Senator Humpurey. Yes. 

Mr. Cottey. And I think it is important again. You have been 
looking for somebody to get hold of. That is the only thing the law- 
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ers can tell you for sure, that if you can prove what the competition 
is, you can meet it. And so we spend—we have salesmen out, instead 
of trying to sell something, trying to find out what the competition 
does, and people keep thinking of different ways to confuse that, you 
see. 

Allright. The way this has gone on in New Jersey, the retailer cuts 
the price, and somebody comes in and helps him, and down the spiral! 
goes. And I thought you might be interested in an experiment—! 
will be through—this is the end 

Senator Humpnrey. You are doing well, sir. 

Mr. Cottey. Thank you. I thought you might be interested in an 
experiment we are just trying in Pennsylvania. You heard a great 
deal of discussion yesterday that sent cold chills up and down my back, 
because some of the biggest companies here, the market leaders, are 
sure that one thing they must not do is urge or take any effort to get 
their dealers to post a higher price. You see, we are all sure we can 
urge them to post a lower price, because that is competitive. 

I have in the back of the room here—and the staff might like to have 
it—surveys of the State of New Jersey by counties. It cost us a lot 
of money, showing what the postings are in all those counties, the 
retail postings. 

Senator Humpurey. Yes. 

Mr. Cottey. And you wouldn’t have to go very far to find an ex- 
cuse to post any kind of price. 

We have dealers, all paying the same price, posting 3 or 4 cents dif- 
ference. So a competitor would not have much trouble justifying or 
reducing his price; do you see. 

So, I come Sak. So we have attempted something here. In Penn- 
sylvania—it is our home State. We have enough business there so 
that perhaps we can influence the market. We decided to go to the 
Atlantic dealers and say, “We think you ought to get a better price. 
We think this is the price you ought to post.” 

Senator Humpurey. And you are entitled, under the law, may I 
say, to have suggested prices. 

Mr. Cottey. Yes. But the trick is to keep it suggested, and not 
pressure, don’t you see? 

Senator Humpnurey. That is right. 

Mr. Cottey. You know that. 

So, we have had meetings of all our people, and told them what they 
could do, and urged them to go out and urge their dealers to put the 
price with a minimum, put a floor under their price. We are satisfied 
that there are differences in operating costs for dealers, because if 
you do a tremendous amount of balanced other business you can live 
on a smaller spread. 

Senator Humpnrey. That is right. 

Mr. Cottey. But if you are going to run 24 hours and be avail- 
able to the public, you are entitled to some minimum margin, it seems 
tous. So weare urging that minimum margin. 

Now, do not think that I don’t know that is a calculated risk, because 
I have been experimenting with this in Philadelphia, and suggested 
to our own dealers there that they do this. And I was amazed at the 
way they supported it. I was also amazed at the way some of the 
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udependent dealers, or rather, other companies’ dealers, saw it, be- 

use We were a market leader, and followed it up. 

Lut we have in Philadelphia, yesterday we will say, 15 Atlantic deal- 
ers who are posting lower than our suggested prices. Those are the in- 
dependent dealers we are talking about, dealers over which we have no 
control. We have as aay that run a year or 3 years, just purchas- 

ng contracts, and they say, “Look, we will sell for whatever price we 
want to.” 

Now, you see what that could do? That could destroy this effort to 
get it up. But the second point is that you are holding an umbrella 
for the big volume purchasers that we were discussing yesterday, like 
Saveway and so forth, and you are also making it possible for mar- 
keters with less pride in their brand to sell under it. 

But it seemed to me that somewhere we had to get off this circle 

of saying, “What is the other fellow doing?” and doing it. This is 
what we are doing there, and I have here—we are putting these ads, 
for example, in the press. I will filea copy. 

Senator Humpnrey. We would like to have that, and also, Colonel, 
those surveys 1f we could have those. We would like such informa- 
tion for our files. 

Mr. Cotiry. Fine, sir. Now, we say in a pub lie ad—and I think it is 
right along your line—we say to our dealers, “Dealers who cut the price 
below the “recommended minimum level can demoralize the gasoline 
iarket, cause their fellow dealers and themselves to operate at a loss, 

ause all dealers to curtail services that insure the motorist safer oper- 
tion and lower upkeep.” 

In my opinion, the accident record is due in no small measure to the 
fact that the dealers cannot afford to hire competent help to give the 

rvice and give the inspection that they should. 

‘Like you, I just drove 1,500 miles in California. I didn’t see any 
price wars, either. One fellow complained about the price. He was 
vetting more than we ever did the best day we had in New Jersey. 
\nd those dealers, when they went under the hood, examined the fan- 
belt, checked it pleasantly, in a happy frame of mind. I am sure they 
are doing the companies a lot of good. 

So it seems to me in closing, sir, that this investigation might free 
s, might encourage us to take some leadership here that will save this 

vreat industry, because, if we do not save the dealers in my opinion, we 

will lose the industry, because it will be regulated in some horrible way 
‘hat will be worse than it is now. 

Thank you for listening. I wish you would ask questions as long as 
vou would like to, sir. 

Senator Humpurey. I have a few questions here that I would like 
o ask. May I say that the questions do not necessarily indicate any 

‘ame of mind on the part of those of us who ask the questions. It 

just a matter of obtaining information. 

[ would like first of all to ask your views on this whole subject that 
has been discussed off and on of the term “divorcement” between the 
-upphers and the dealers. 

Mr. Cottey. Well, it is a very loose term. I was interested to hear 
vou talk to it yesterday. You had a different idea of it than I did. 

Senator Humpurey. I guess my idea would be called separation, 
ind not divorcement. 
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Mr. Cottey. Yes. I thought of that. I will tell you my theory. 
I am very sure that it would cost the public considerably more for 
gasoline. I do not see how the dealers would be any better off. I 
do not see how the dealers or the independent businessmen could fi- 
nance the marketing end of it as it has grown up to be today. I am 
afraid that the service would go down and the prices would go up. 

As a company—I have often thought about it—as a company that 
has to buy half its crude oil, we have conducted, our sales depart- 
ment—my objective is, and I often say, we must conduct this sales 
department as if it were a separate company. We haven't got any- 
thing to depend on. 

You were talking about the price of gasoline yesterday. We have 
to go in the market every once in a while, I am happy to say—we do 
not have overproduction ourselves—and buy cargoes of finished gaso- 
line. Well, at the prices you have to pay for finished gasoline, good 
gasoline—. 

Another thing I thought of was that you were asked about the 
gasoline sold in an independent, unbranded station. You can ask the 
scientists in this industry, they are less prejudiced than we salesmen, 
and they will tell you that it is the last 2 or 3 octanes that cost the 
money. It is the last of it. You can buy 85 or some specification, 
but when you get it up to what those of us on the east coast are offer- 
ing, it costs a lot of money. You can’t buy gasoline of that quality 
from anybody and sell it profitably in New Jersey over the last period. 

So, so far as I am concerned, I think that divorcement is not any- 
thing that I think from the public’s point of view—they wouldn't 
begin to get what they are getting now. 

Senator Humpurey. Divorcement, as you portray it, is divorcement 
in each category for each process ¢ 

Mr. Cottey. Cut it in sectors. You will say, cut the production and 
refining and the marketing: 

Senator Humpnrey. Yes. My view, sir, as I expressed it yester- 
day, was not quite as comprehensive as that. 

Mr. Cottey. No. I know it was not, and I was glad to get your 
point of view. 

Senator Humpurey. You mentioned today a little something on 
the matter of rent reduction and rental practices. You have had 
years, Colonel, of experience in this industry, and we have had only 
months of piecemeal inquiry. May I say, we are at a decided disad- 
vantage, and I have always agreed about committees of Congress 
being in that situation, because, while this committee is not a legis- 
lative committee, and, therefore, has some restrictions and restraints 
upon its authority, I do not feel that any committee of Congress ought 
to do anything unless it understands the problem completely. And 
that does not require a very few days or a few weeks. 

Therefore, when we call upon members of industry and distributors 
and retailers to tell us—to give us as much information as they can, 
they give us sort of forced learning. And, good or bad, the truth is 
that power rests sometimes with the Government, and you ought to 
use that power wisely rather than in an abusive or foolish manner. 

So I respect the views that I get here. And I know that you can 
tell us a great deal about, not just the immediate practices in rent 
reduction and rebate, but, in general, what you know about it and 
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how it operates. I am prepared now to listen to a seminar discussion 
or lecture on this. You go right ahead. 

Mr. Cottey. Well, you asked about, you said you wanted to talk 
about rent reductions or rentals. It is a question that—lI think it is 
one of the ways—nobody set out to do it, but I think it is one of the 
ways that you get behind in pricing. 

Again, what you have set out to do and you think you have to do 
are two different things in this world. We finance our service stations 
entirely from rentals. 

Senator Humpurey. That is, the ones that the company owns? 

Mr. Cottey. Yes; or leases. If you want to go over my records 
I will be happy to show them to you, sir. We try to collect our rent 
from the dealers to pay the rent on the ones we lease, or to amortize 
and pay the rent and taxes on the ones we own. And this isn’t subsi- 
dized in any way—I will be glad to show you that the rents we collect 
offset what we pay—but that is the objective. 

But, when we get into a price war, as people said here yesterday 
rather erudgingly that they reduced the rent when the road changed 
or the fellow got into trouble. Well, lots of this trouble is caused 
by price war. “And we have made rental adjustments—that is a nice 
word for a lowering of rent, sir—in order to get these people through. 
And, once you have started, you don’t know where you are, you are 
told that these fellows with this station across the street, they have 
vot it advertised rent free, how do you expect this fellow to pay $250 
a month. And so you begin to cut at it. 

I think that was the worst thing we ever did. I was thinking last 
night that it might be well to post the rent in a service station like 
hotel room, “$8 for this room.” I don’t know what to do about it. 
I think it is bad. But it all comes from this effort to try to help the 
dealer and still be fair to the dealer who isn’t asking for help. 

So we in the Atlantic Refining Co. have adjusted rents in New 
Jersey in a number of cases to meet the situation. 

Senator Humpurey. As I see it, the supplier can give a lessee dealer 
a competitive advantage, or at least competitive conditions with his 
competition, by two primary methods. One would be the price con- 
cession, which would be price ¢ adjustment of tankwagon price. And 
this other one which I was trying to get at is just one of the other 
methods by lowering rents or rental concessions, as they call it. And 
this is the point in yesterday's testimony that disturbed me some- 
what—that, while the posted tankwagon price is common knowledge, 
unless you have just arrived on this ceed sarth, you would know in 
a situation that exists in such apace as in New Jersey that there 
are other things going on. As TI said, that is why they have the under- 
passes under desks, when you get into this kind of a situation it isn’t 
what goes on at the top of the desk, it is that monkeying around under- 
neath that causes trouble. 

Mr. Cottey. Yes, I thought there were different reasons when I 
listened yesterday. 

Senator Humpurey. On rental rebates or rental lowering, rental 
.djustment, take whatever term you want, are they just another way 
of affecting tankwagon price? 

Mr. Cottey. You could say it that way, sir. I think it does 
affect the tankwagon price. I think it is a bad practice. I will say, 
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however, that not only have other people done it but we have done it, 
but we don’t like it.’ We have tried everything. When the sponac 
gets down to where the spread has been in New Jersey and you have 
dealer who has been doing his best, you are tempted to give him a i. 
ter rental; and we have. 

And here is an independent dealer, your own, down the street, who 
doesn’t get that. Many times he is able to survive because he doesn’t 
have the investment and has another kind of business. That doesn’t 
make it fair. And that is what I don’t like about it. 

Senator Humrurey. Mr. Flynn. 

Mr. Fiynn. On the point of rent, I notice you have approximately 
180 outlets in the State of New Jersey, according to the report, which 
you own 

Mr. Cottey. Of the owned ones, 180. 

Mr. Ftynn. On your report. 

Mr. Cottey. We lease-—— 

Mr. Fiynn. You lease from third parties in certain cases? 

Mr. Cottey. Yes, sir, 

Mr. Fiynn. In the case of the real estate holdings which you have 
in the State of New Jersey, are you presently making a profit on those 
stations or breaking even or losing money ? 

Mr. Con LEY, Making a profit ? 

Mr. Fuynn. Off the 1 rent, not the gasoline? 

Mr. Cottey. We don’t make a profit in New Jersey. I doubt if we 
are breaking even. 

Mr. Fiynxn. In the normal situation would you usually make a 
profit on your real estate ? 

Mr. Cottey. No; as I explained to you, we have a plat as far 
as I am concerned, if any of your staff people would like to come and 
talk to me I would be happy to have them—but we have a plan. 

I have to assure our board when we get money to build service 
stations and buy land that we will get sufficient rent to amortize that, 
you see, and pay the taxes. Nobody would ever build a service station 
and make money on the real estate. The trick is, though, if you are 
going to build service stations and stay in business as a marketer, the 
money has to come from somewhere. And normal—as the Senator 
said yesterday, there isn’t any normal situation, but I have to use the 
word—usually you can collect rental that will cover them, you never 
make any money on them, no profit on them. And in some cases when 
you get into this kind of situation you are not getting the rent for 
them that you pay for them. 

But in general I would be glad to show you the record on hundreds 
of stations up and down the country. We cover our expenses and that 
is our objective. 

Mr. Fiyxn. Your profit, in other words, would be made out of your 
gasoline sales 

Mr. Cottey. If any; yes, sir. 

Mr. Fiynn. You are not making a profit in the oil business off of 
real estate holdings? 

Mr. Cottey. No, sir; I don’t believe anybody is. 

Senator Humpnrey. Colonel, our information indicates—and I 


think you have so stated—that Atlantic operates a commission form of 
operation. 


Mr. Cottey. Yes, sir. 
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Senator Humrnrey. How does that develop! How does it work? 

Mr. Cottey. Well, we have had about four varieties. The present 
variety, I think, is the best. We go into a station, either our own sta 
tion—take a station of this kind— and we say, because of this gasoline 

situation, it is impossible for us to find out w ‘hat the competitive situa- 
ton really i is; we will take the responsibility for the gasoline. And we 
make you—we will pay you a commission to sell the gasoline at the 
island, the rest of the station, the profit from the other services, from 
the sale of tires, the washing and so forth, that will be just the same as 
ever. But on the gasoline it will be ours, and we will pay you a com- 
mission for sales. 

Now, that again is something that I don’t like. But I think again 
it is a choice of evils. I have been tr ying to conduct an orderly retreat 
in New Jersey, sir, not make it quite a rout. And the trick is by trial 
and error to back down the road. Andas I say, this commission thing, 
it does keep the young dealer, the dealer who is in there trying to make 
a go of it, does keep him alive, and out of the gyrations that this market 
has been going through. 

And so when he becomes desperate we have taken him on commis- 
sion and paid just a commission on the gasoline and part of the station. 

Mr. Jehle started to ask some complicated legal questions about it 
yesterday. And I would be glad to have him ask me—but don’t make 
it too legal, sir—but that is what the fact is. You asked if a fellow 
dropped a match in a gasoline tank what would happen. Well, our 
gasoline wouldn’t go off if you dropped a match in it. 


} 
; 


Senator Humpnrey. I want to say we are surely providing the 
ar an opportunity to get in some plugs for his produet 


Mr. Cottey. Yes, sir. 

Senator Humpurey. I don’t know what kind of gas to buy now. 

Mr. Cottey. I think you are being gouged here in Washington. 
We don’t sell any here in Was shington. As I say, if the guy got 
burned up, though, we would be sued and pro bab ly be responsible. 
That is what you want to know? 

Mr. Jenue. Yes. 

Senator Humrurey. But you say this commission system is not born 
out of a desire on the part of the ‘supplier or of concerted policy for 
sound business practice, but is one, rather, as you have indicated, of 
trying to permit dealers to survive and have outlets for your product 
And, in substance, what happens is that the supplier is the one who 
takes the ups and downs in terms of price fluctuation. 

Mr. CotiEy. Because, as you brought out so well yesterday, it is 
impossible to find out what the exact competitive situation is, and in 
desperation you move in and do that, which is another step down the 
road that we are talking about here. 

Mr. Opom. Coionel, along that line we have’ heard almost without 
exception most of the major suppliers have felt that, at best, rental 
concessions were not good, that 1t was an unfavorable practice, and 
at least one major supplier had indicated that his company discon- 
tinued the use of voluntary allowances because they are reducing 
their tankwagon price across the board rather than use voluntary 
allowances. 

You have indicated, and even suggested, that the antitrust laws be 
amended to allow major suppliers to discuss their tankwagon price. 

Mr. Cottey. Discuss all their problems. Price is only one of them. 
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Mr. Opom. So, it would seem that one of your difficulties and I think 
you have said this is that it is almost impossible to determine actually 
what the competitive situation is, what your competitors are charging, 
actually realistically charging at the tankwagon, that is, what the 
real price of the gasoline is. 

Now, then, from all those facts we are almost compelled to the con- 
clusion that one of the answers would be a realistic tankwagon price. 
Would you agree with that? 

Mr. Cottey. That is a very fair statement. I go back to the NRA 
days, which I hated, and there wasn’t too much good about it and an 
awful lot of bad. But the posting of what you were doing eliminated 
running this business, as somebody said yesterday, by grapevine. It 
is like a railroad, it is a bad way to run a business, by grapevine. And 
I think the fair posting would be a help; yes. 

Mr. Jenie. Colonel, how would you describe the tankwagon prices 
in New Jersey at the present time? Would you use the word “phony”? 

Mr. Cottey. No. I think you have to be careful of that. There has 
been too much of condemning the industry as a whole. I think that 
there is probably a great variation in what the posted tankwagon 
means by company. I am sure that some companies with good public 
acceptance, a good share of the market, when they say the tankwagon 
price is 15 cents, that is it; and they probably have to give very few 
exceptions or extra incentives or help in the way of rent, or things 
of that kind. 

Other people might very well have to give more. I know we find 
our position as a marketer a great deal different in Pennsylvania, for 
example, than we find it in Carolina. 

Senator Humpnrey. Anything else? 

Yesterday you may recall, Colonel, that, just as a point of inquiry— 
I don’t say this as a point of fact or opinion—the question was asked 
as to whether the major suppliers are subsidizing New Jersey oper- 
ators and, in order to take care of that subsidy, overcharging the pub- 
lic elsewhere. 

To put it in more modern terms, is there a tendency, when you have 
to take a licking on your product in a State such as New Jersey where 
there is high gas consumption, to try to pick up part of that loss or 
part of that price in another area where prices can be stabilized ? 

Mr. Cottey. I think you have stated that might very well be sus- 
pected. I never found any place where I marketed where they would 
let me pick it up. I mean that is the trouble. 

The prices in New England—you realize the tankwagon prices in 
New England, that haven’t been mentioned at all, have been for a 
month at a time half what they are in New Jersey. 

I guess if you marketed all over the whole country, you might be 
able to get enough profit to help yourself in a depressed area. When 
you market along this seacoast, which is a dandy place to market be- 
rause of the business and the accessibility, you market where the com- 
petition is the worst. 

As one of the stockholders asked me the other day at a meeting, if 
it is so bad there—we were explaining that our profits would be less 
this year because of this thing—and he said, if it is so bad there, why 
don’t we go somewhere else? Well, it isn’t quite as simple as that, 
as you know, Senator. I don’t believe that other parts are getting 
overcharged, I really don’t. I don’t think it is possible. 
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I do think that with a volume and a small profit, if you had enough 
area, it would float you in New Jersey quite a while. “Ultimately you 
couldn’t do it. a 

Senator Humpnrey. The situation of the adjoining areas to New 
Jersey, adjoining counties and cities in the States of New York or 
Pennsylvania was under discussion yesterday, as it has been every day 
that we have looked into this situation. a 

There is this question: Why are prices stable in the adjoining 
Rockland County or why is there relative stability in Philadelphia 
as compared to the adjoining Camden, N. J., area? This is so close 
at hand, you see. 

Mr. Cotiey. Let me assure you that up until we began working on 
our marketing in Philadelphia, they haven't been stable there. That 
1S a misnomer, and anything as close, with the Camden, N. J., situation 
the way it is, has constantly kept Philadelphia seething. 

I was thinking about the Rockland question, and in your Newark 
hearings I thought you had the answer, if you want to pay any atten- 
tion toit. You have been very charitable to all of us. 

Somebody testified there that the dealer association in that county 
had kept that market in pretty good shape. If the dealers would do 
the pricing, as they have testified here yesterday, I think Gulf testified 
they had one company-operated station. 

Now where it isn’t too competitive, where the dealers are either well 
led or too well led, they control the market. I didn’t say that; that 
is what somebody said in your testimony, sir. I am quoting roughly 
from your testimony. 

Senator Humpnrery. This is for emphasis, Colonel. 

Mr. Cottey. Yes. 

Senator Humpurey. Now, what advantage of advance notice does 
Atlantic give its dealers of tankwagon price changes / 

Mr. Cotiey. Well, you asked that before. 

Senator Humpurey. Yes. 

Mr. Cottey. As I told you, when it goes down, not too much. When 
the tankwagon gets there, they are surprised to find that the price is 
down. When it goes up, they are both surprised and hurt. We try 
to tell them in advance, as I told you, by calling from the district 
offices and saying the price is down in your area a cent this morning, 
or is going up on Monday. For example, on a raise, you can give a 
little advantage. 

Senator Humpnurey. The problem that you run into, as you know, 
Colonel, is that prices are about to go down and the poor fellow has 
filled up his tanks with gas at a little higher price, and then he is com- 
pelled to take a licking on that inventory as he pumps it out of the 
pump, he’s not too happy. 

Mr. Cottey. That’s right. 

Senator Humrurey. Is there any way that you can get any better 
notice to the dealer so that, in order to take care of his customers, he 
might buy a much smaller amount of gas for his tanks, and then, when 
the price is going to drop the next day, he fills them up? 

Mr. Cottey. You could if you were the leader, sir, but, as I say, on 
this price raise suggestion in Pennsylvania, we gave them a week’s 
notice of its going up. But when you are driven down, as it has been 
in New Jersey, and you are finally driven to it, you don’t give them any 
notice because you don’t do it until the last minute. You wait too long 
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to get this competitive information. That is what makes a manage: 
at 5 o’clock some night decide to adopt a commission plan, because 
that relieves that dealer of that situation. 

Mr. Ovom. Colonel, your suggested price plan—that is not in effect 
in New Jersey at the present time ? 

Mr. Couttry. No, sir. I couldn’t get away with it in New Jersey. 

Senator Humpnrey. What are the economic effects, Colonel, of un- 
branded stations and what, if anything, can or ought to be done? Do 
you have any general suggestions ? 

Mr. Coruty. Yes, sir. I think the unbranded stations in the New 
Jersey area “triggered” this whole thing; it is like the fuse that sets 
the grenade off. You have a saturated solution, and you just put a 
little more in it, and it crystallizes out. 

You see, it is possible for a fellow who hasn’t any brand to defend 
to buy a cargo of gasoline—-or it was here 2 years ago—and get it into 
the New Jersey market. Then, if he didn’t do any distribution but 
took it right to one big station, he had the 5-cent spread which the 
dealers were getting then, plus 21% or 3 cents some companies give 
jobbers for distribution ; say, he had 8 cents. With that 8-cent spread, 
hauling a cheaper gasoline directly from the water to that station, he 
could give 3 or 4 cents off. 

Where we made the mistake was letting that spread be too great. 
You talked about it yesterday; one of the things that I think has been 
wrong with fair trading is the fair trader—and you said, “Isn’t there 
a tendency to put it too high?” I think that is one of the things that 
has crippled fair trading, is that. 

I think the price was too high, the retail price. It encouraged 
that kind of operation. 

Now, again we have surveys that show along this whole coast that 
the big gain in market share is not made by these giant companies, 
it is the unbranded, the lesser branded, the people with brands in which 
they have no pride. Those are the people who have the big market 
gains from New England to Florida, sir, and it is bad, because a dealer 
sees that business going next door and he meets it. Then the thing 
starts. 

Senator Humrnrey. Well, I was concerned only, may I say, out of 
a sense of limited knowledge, and almost intuition, as to whether or 
not, if you get too big a spread on the posted retail, as from the whole- 
saler, or even the refiner’s price, this isn’t a sort of an invitation to the 
unbranded product. 

Mr. Cottey. That is not intuition, sir. You are just as right as 
rain. 

Senator Humpurey. I think any dealer recognizes that an un- 
branded product. will sell for less than a branded product. That 
doesn’t concern an average retailer in any other area of business. 

Bayer’s aspirin, for example, still sells an awful lot of aspirin. You 
can get a lot of other aspirin; they all relieve headaches, but the good 
lady. who gives dow n to the drugstore, says, “I will take a box of 
Bayer’s aspirin.” She may want St. Joseph’s S | aspirin, too, or Squibb, 
but they are pretty well branded products. There may be a slight 
difference i in price between an unbranded product and branded, but 
if the price isn’t too great because of national advertising, because of 
reputation, because of pride in product, because of display, and all the 
service that comes with it, you take the branded product. 
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Mr. Cotzey. Right. 

Senator Humpurey. Particularly if you have a good salesman try- 
ug to do some business, 

Mr. Cotimy. And she knows that drugstore is going to be open late 
that night when the kid is sick, and it is going to be there, she will sup- 
port you as against the chain. 
~ Senator Humenrey. That, of course, is what we none I see a 
lot of community interest in merchandising, may I say. I don’t think 
t is all the different areas, there are some common denominators here, 

Now, one other final question, as far as I am concerned. Maybe 
some of the other members of the staff here have questions. I have 
hesitated to ask these questions, but once in a while I think we have to 
vet down to cases. Have any specific suppliers aggravated the New 
Jersey situation ? 

Mr. Cottey. Well, I listened yesterday and wondered what to do 
ibout it when you asked that question today. You see, you didn’t put 

us under oath, and, therefore, we are testifying as to opinion. Much 
of this is opinion, of course. 

Senator Humpurey. May I just interrupt to say that the reason 
that I didn’t do that is that I started off with the dealers, and I didn’t 
put them under oath. That was inadvertent, I want to say, but we 
-ometimes are not so meticulous as we should be, and I simply forgot 
about it, that’s all. Like some of these suppliers, I made a mistake. 

Mr. Cottey. No. You got more information that way, sir. 

Senator Humenrey. I think there is some truth in that. 

Mr. Cotzey. Of course, there is. aM ® as I say, because I realize 
iat it is awfully easy to give an opinion, when this thing started 2 or 
years ago when everybody was i we followed the tank- 

wagons to see where they came from, and got terribly excited about it 
because some of them went to big neighbors. But, I don’t know where 
they go now, and I decided it wouldn’t do me any good to know. 

It would « lo youa lot of good to know, and you can find out in about 
) minutes by putting Mr. Levinson of S: ave- Wavy under oath, and say, 
“Where do you get your gasoline, sir?” And I wish you would do 

I don’t think it is right for me to tell you. 
[ don’t know. I do know where it used to come fro m, but the one 
osition I don’t want to be in here is to come in and blame somebody 
se, because that isnot my job. We in the old days aaa to sell cargoes 
f zasolines, and a cargo of gasoline sold without a brand ends up in 
somebody's market and hurts that market. I have done it. I am not 
doing it now, so I feel very good about it, but, if the refinery was 

reathing down my neck, I don’t know, you a So, I don’t want 
‘0 come up here and blame it on somebody else. I don’t think it is 
vood. I think it is bad. 

| hope you will find some way to stop it, and you can find out who is 
blame, legally and properly. 

Senator Humpnrey. We will search. 

Mr. Cottey. All right 
Senator Humpurey. Did I understand you to say, Colonel, that 

you are not selling now unbranded gasoline ? 

=. Cottey. No. We sell—we have had to sell recently—you see, 
vhat happens is, fortunately, if you have to move gasoline, good 

rusoline, we sell it to the armed services or the Gavceauaa nt or some- 
tl thing of that kind that can use it. It is good quality, and it doesn’t 
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hurt the market. And we are very seldom—you know, somebody will 
lean over and say, “What? Never?” 

As I say, at the moment we are not forced to sell and haven’t been 
for some time forced to sell cargoes that get into this market or any- 
body else’s. But that is a situation that is now, and we try to keep it 
that way, and if we can’t sell it through our own brand, we shut the 
refinery back. 

Senator Humrurey. It appears to me that the major suppliers open 
up Pandora’s box when they are trying to sustain a reasonable price 
level for their branded product, on which they spend millions of 
dollars of advertising and substantial sums of money for all market- 
ing practices, and then by dumping unbranded into the market, build 
up the very force that compels them to get into a rather uneconomic 
practice to sustain their competitive advantage or competitive condi- 
tion in the branded markets. 

Mr. Cottey. That is right. It is no good, and we have done it. 
You take some jobber that you have been selling fuel oil to or burning 
oil to or something. He comes to you and wants a cargo of gasoline. 
You are tempted to do it, and we have done it. But it is very much 
against policy, and, fortunately, at the moment we don’t have to do it, 
except very rarely. 

Senator Humpnrey. Mr. Odom? 

Mr. Ovom. Just one question, Colonel, we have had passed up to the 
table. What are the prevailing retail prices today in Pennsylvania 
and New Jersey ? 

Mr. Cottey. Prevailing retail? 

Mr. Opnom. Yes, sir. 

Mr. Cottey. We don’t know what they are in Pennsylvania. I have 
a survey here. I will give you the best accurate picture of what they 
are in New Jersey. It is complete. 

Mr. Ovom. Yes, sir. 

Mr. Cottey. In Pennsylvania the retail price, I suppose—you see, 
what we suggested was that we divide Pennsylvania into four zones, 
starting with 15 cents in the Philadelphia area and going upstate in 
zones, and we suggested that the dealers take a minimum of 414 cents. 
They are filled up, as the Senator suggests, at the old price. 

What the prevailing retail price there is this morning, I would guess 
would be all over the lot. I hope it is up, sir. 

Mr. Ovom. You suggested 414 cents? 

Mr. Cottey. Yes. We suggested a floor of 414 cents above. So, if 


you add that to 15 in Philadelphia and then stick on an 8-cent tax, that 
is where it ought to be. 


Mr. Onom. Thank you. 

Mr. Jenix. What is your tankwagon price in New Jersey, sir? 

Mr. Couiey. 1414 cents. 

Mr. Jenie. Are you the market leader in New Jersey, sir? 

Mr. Cottey. Am I a market leader ? 

Mr. Jene. Yes. 

Mr. Cottey. That is very nice. We have had a lot of plugs. I 
have said that we had less than 5. But we are a 5 percenter that you 
have heard about. 

Mr. Jeune. Are you the market leader in Philadelphia? 

Mr. Cottey. No. We are not a market leader, sir, but we have 
enough of the share to be an influence. We have a good share of that 
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market and an old reputation. We got established in Pennsylvania 
when it didn’t cost as much as it does now, sir. 

Mr. Jenve. Thank you. 

Senator Humpnrey. Just to correct this 5 percenter, you are not 
talking in Washington parlance ?/ 

Mr. Cottey. No, sir. But you can do almost as much damage with 
5 percent there as you can here, sir. 

Senator Humpnrey. Thank you very much, Colonel. 

Mr. Cottey. Thank you, sir. 

Senator Humrpurey. I do appreciate your candor and your help- 
fulness to us. 

Mr. Robert G. Dunlop, the president of Sun Oil Co., Philadelphia, 
Pa. 

Mr. Wrieut. My name is Willard Wright. 

Senator Humpurey. I understand you are appearing. 

Mr. Wrieut. Mr. Dunlop has asked me to come down here. I have 
a prepared statement. 

Senator Humpnrey. Thank you. 

Mr. Wricur. I would like to suggest, if I may, that I gave it to 
you gentlemen, and you gentlemen can follow me. 

Senator, may I ask my attorney, because of the rather peculiar 
situation under which I appear here, to sit here and twist my arm if 
[ get out of line? 

Senator Humpnurey. You are entitled to have any counsel that you 
desire. We are pleased to have you. I want to say to you that we 
are not going to try to embarrass you, and we are only trying to get 
information. 

Mr. Wrieur. I appreciate it, and it is under that spirit that I am 
coming down, to try to be helpful. 

If 1 may proceed, sir 

Senator Humpurey. Please do, sir. 


STATEMENT OF WILLARD W. WRIGHT, GENERAL SALES MAN- 
AGER, SUN OIL CO., PHILADELPHIA, PA.; ACCOMPANIED BY 
HENRY A. FRYE, COUNSEL 


Mr. Wricur. I am Willard W. Wright, general sales manager of 
Sun Oil Co. My business address is 1608 Walnut Street, Philadel- 
phia 3. Pa. I have been associated with Sun Oil’s marketing depart- 
ment since 1922. I have been general sales manager of the company 
since 1950 and a member of its board of directors since 1952. 

Robert G. Dunlop, president of Sun Oil Co., has designated me to 
represent our company in response to your chairman’s invitation to 
him to appear before your committee in connection with its inquiry 
into the causes of so-called price wars in New Jersey and Sun Oil's 
gasoline pricing policies in that State. 

I shall be pleased to be of all possible help to the committee in seek- 
ing to determine the facts regarding recent fluctuations of gasoline 
prices in New Jersey. I also shall be glad freely to answer any of 
vour questions regarding Sun Oil Co.’s operations in New Jersey, 
except that, upon advice of counsel, I must most respectfully decline 
to discuss with you any matter that is pertinent to the alleged ex- 
clusive dealing suit which the Justice Department has brought against 
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Sun Oil Co. and which is now in process of trial in the United States 
District Court for the Eastern District of Pennsylvania. I understand 
from Senator Humphrey’s letter to Mr. Dunlop that it is not your 
intention to question me regarding any matter that is an issue in that 
litigation. 

Senator Humpnrey. Yes. That, may I say, is an established proce- 
dure before these committees. When you are faced with a court action, 
defending your position in court, we do not want to embarrass the 
defendant or in any way to reveal, if we do have any information, 
which we don’t in this case, what the Government’s position might be. 
We try to keep this removed, and we will respect that all the way 
through here. 

Mr. Wricut. Right. Thank you very much, Senator. 

We have carefully reviewed the transcript of your two previous 
hearings and have noted the references made by several of the wit- 
nesses to Sun Oil Co. and its marketing operations in New Jersey. 
These I shall discuss subsequently in some detail. Before doing so, 
however, I would like to discuss the gasoline marketing situation that 
has existed in New Jersey during the last 5 years and to describe Sun 
Oil’s gasoline marketing policies and practices in that State. 

Pertinent to that discussion is the explanation that Sun Oil Co. has 
throughout its history stood foursquare in favor of competitive enter- 
prise. The company was founded on the precept that “the way to be 
successful in America is to give the people better quality and value.” 
Our conception of competition is an unceasing effort on our part to 
sell products that in price, quality and with service have a value as 
great or better than those offered by any competitor. 

Accordingly, we are opposed to price fixing, unwarranted regula- 
tions and restrictions, regardless of the source from which they em- 
anate. We are unalterably opposed to centralized control of prices. 
We do not want to control them ourselves and we do not want them 
controlled by any governmental body nor by any group or organiza- 
tion within the industry. We firmly believe prices should be re- 
sponsive to the competitive conditions of a free market. Only in that 
way, we believe, can justice be done to all segments of the economy, 
including consumers. 

I believe that this viewpoint is that of the American petroleum in- 
dustry. The result is that aggressive competition exists throughout 
all levels of the industry from the exploration and production of crude 
oil, to its transportation and refining and the marketing of products, 
both wholesale and retail. This competition is the reason that the 
quality of today’s gasoline is more than 50 percent. better than it was 
30 years ago, but the price, exclusive of the Federal and State ex- 
cise taxes, 1s about the same, a claim which Barron’s Weekly recently 
said “could be made for few other major commodities.” 

Keen competition always has existed in the marketing of gasoline 
in most parts of the country. Motorists are particularly price con- 
scious when they buy gasoline. Americans of all income brackets 
own and operate automobiles. For those in the lower brackets, gaso- 
line is an important item in their family budgets and they seek oppor- 
tunities to reduce the cost of that item, 

Moreover, unlike consumers of most commodities, motorists are 
mobile. They can without trouble drive several blocks down the 
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-treet to another service station, if the first fails to please them. In- 
leed, motorists will go out of their way a mile or 2 to save 2 or 3 cents 
ona gallon of gasoline. Out on the open highways, motorists some 
times drive past 10 to 20 stations before they stop at one whose appear- 
ance and posted prices suit them. 

Naturally, the sellers of gasoline respond to these characteristics 
of their customers. Alert service-station operators keep a sharp eye 
on the prices of their competitors, and price changes, particularly on 
the down side, are quickly followed. Delay in doing so inevitably 
would mean a loss of business. Volume is important to the dealer 
because many of his operating costs are more or less fixed, irrespec- 
tive of the number of gallons of gasoline he sells. Any substantial 
drop in volume means an i increase unit cost of doing business. 

All of this apples generally to the day-by-day conduct of the 
gasoline business. What are frequently called price wars are usually 
nothing more than periods of increased severity in this price com- 
petition in one locality or another. Our experience it that, depending 
on the ebb and flow of gasoline supply and demand, § gasoline prices 
are under intense pressure in between 20 and 30 percent of Sun’s 
19-State and District of Columbia marketing territory at all times. 

There is for the most part nothing evil about such a situation. It 
is characteristic of eto It grows out of the initiative of 
freemen to improve their lot by striving to excel their competitors 
in the market place. In fact, it is a healthy condition because it 
assures that the best interests of the consuming public are served. 

Such situations usually right themselves with equity to all concerned 
when competitive forces are free to play their role in a given market. 
When the causes are substantial, such as an imbalance between supply 
and demand, the correction frequently takes time. But excess sup- 
plies do dry up when prices get too low. When the causes are less sub- 
stantial the correction sometimes comes within a week or two, resulting 
in those rapid and wide fluctuations in gasoline prices which many 
people outside of the industry find difficult to understand. 

Occasionally the causes of severe price competition are so deeply 
rooted that the situation persists over a prolonged period that brings 
distress to all concerned. Such has been the situation in New Jersey 
in recent years. It is a unique situation with pecularities not usually 
found elsewhere. 

In the first place, New Jersey is what might be called a corridor 
State for motorists tr -aveling between the North and South and from 
a part of the eastern seaboard to the West. Likewise, its coastline 
is dotted with summer resorts that attract the teeming populations 
of surrounding States 3 or 4 months of the year. The result is that 
New Jersey highways are traveled by an unusually high proportion 
of out-of-State vehicles. 

The significance of this factor is that gasoline consumption in New 
Jersey is out of all proportion to its physical size. A comparison 
of gasoline consumption in 1954 per registered vehicle, compiled by 
the United States Bureau of Public Roads, follows: 


Gallona 
S37 
720 
690 


66238—56—pt. 3——11 
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This is evidence that a great demand for gasoline exists in New 
Jersey. 

Another factor is that the movement of the large proportion of 
transient motorists that travel in the State, as well as that of many 
New Jersey residents, is concentrated along 8 or 10 arterial highways. 
So we have not only a market with great demand but we have for the 
most part a compact market. 

Still another factor is that for many years New Jersey’s gasoline 
tax has been from 1 to 2 cents a gallon under the rates in ndjac ent 
Pennsylvania and New York. This was and continues to be an in- 
ducement to many motorists of those States to purchase the major 
part of their gasoline requirements in New Jersey, mostly along these 
arterial highways. 

But, great as the demand is, available gasoline supplies are also 
great. A vast petroleum refining industry centers in and around New 
Jersey. For instance, the Delaware River Valley, which marks the 
State’s western boundary, is the second largest refining area in the 
United States. Furthermore, New Jersey is in large p: wrt surrounded 
by water that provides easily accessible and comparatively low-cost 

transportation facilities for bringing gasoline and other petroleum 
products from the vast gulf coast refining area, 

Each of these factors—plus one more which T shall subsequently 
mention—played a part in what has happened in the New Jersey gaso- 
line market in the last 5 years. It was a readymade dumping g round 
for surplus gasoline, should overall supplies exceed national demand. 
At the same time it was an inviting market for enterprising new- 
comers promising rich rewards. 

From 1946, when OPA controls were lifted, until early 1949, the 
gasoline price pattern in New Jersey was much like that found in 
other States. So-called premium brands sold for 2 cents more than 
the nationally advertised regular or house-brand gasolines. About 
2 cents lower were the third grade gasolines and those sold under 
little-known brand names. In 1949 dealer margins averaged 5.6 cents 
a gallon compared to a national average of 5.2 cents. 

‘But things started happening in 1949. In the first place, gasoline 
inventories commenced increasing as the industry built up its capacity 
to meet postwar requirements. California Oil Co.—a west coast 
enterprise that entered New Jersey in 1946—was getting a firm foot- 
rold in its new market with its Calso gasoline. 

One of its dealers, trading as Rein Motors at Hackensack, N. J.. 
converted his conventional type station to a self-serve and reduced 
his gasoline prices 4 cents a gallon under the market in a clear bid for 
volume business. 

This was an ominous sign of things to come, the first sizable gaso- 
line-price reduction that was to trigger a 5-year price war, but this 
auction generally was ignored by Rein Motors? competitors, even those 
in Hackensack. T believe that it was this station that Mr. Charles FE. 
Sohn, a service- station dealer, made reference to at your committee's 
hearing in July (p. 33 of the printed transcript) when he said: 

We let him sit admittedly too long and he gained a terrific volume of business 
and he built another station 

Rein Motors did, but I shall come to that in a moment. In Decem- 
ber 1949, a group known as Houston Petroleum Corp., trading under 
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the name of Saveway, also newcomers to the State, unveiled some 
thing new in New Jersey service stations—a 22 pump, semi-self 
serve station of modern design at Linden, N. J., on U.S. Route 1, a 
highly traveled highway. It offered good quality gasoline for sale 
at about 5 cents a gallon under prices prevailing in that area. This 
station soon was doing a large-volume eta taking it away from 
others in that area but none undertook to meet the Saveway prices. 

In April 1950, Rein Motors opened its second mul tipump station, 
apparently built out of the profits of the Hackensack venture—a 24 
pump establishment of attractive design of the semi-self-serve type, at 
P aramus, N. J., on State Route 17, which sold good quality gasoline 

t 4 cents a eallon under the prevailing price in that area. 

In order to give you an understanding of how this sort of thing 
works and its contribution to the current New Jersey situation, | 
would like briefly to present a case history taken out of our company 
records that centers around this Rein Motors multipump station at 
Paramus. 

It happened that the Rein station was but a half mile from a newly 
built Sunoco station which had been opened 1} December 1949. 
This station was of the latest Sunoco design, had excellent frontage 
and visibility. We leased that station to Herb Tobman, a young 
man of pleasing personality, very competent, and some local fame 
as an athlete. He had been trained in all aspects of service station 
operation. All the requirements for successful operation seemed 
present in this enterprise. 

During his first month, December 1949, this dealer sold 10.230 gal 
lons of gasoline. ‘Then, as had been anticipated, due to slack travel 
in the winter months, his volume dropped to around 5,000 gallons 
in each of the months of January, February, and March, 1950. 

With the coming of spring and also of a new Blue Sunoco gasoline 

1 April, his sales that month started increasing, averaging in the 
e: ite part of the month 600 gallons a day, or at the rate of 18,000 
gallons a month. His price was 24.3 cents a gallon, the prevailing 
price of the area 

Then Rein Motors station, one-half mile away, opened, selling its 
gasoline at 20.4 cents a gallon. Suddenly Mr. Tobman’s sales volume 
commenced falling. Despite his good start he. finished up April at 
about 5,000 gallons or 165 gallons. a day. His business continued to 
slump in May until one day his sales totaled exactly 35 gallons. His 
eross operating margin for that day was $1.96. About that time a 
nearby Texaco station and then a Gulf dealer reduced their prices. 
Herb Tobman came to us and said he was through, would we please 
take back our station and release him from his lease and contract. 

Our district manager and salesman undertook to persuade him that 
all was not hopeless. They suggested that he try lowering his price 
to 21.9 cents a gallon compared with Rein’s 20.4 cents. This meant 


redue ing his margin of 5.6 cents by 2 2 4 cents. or down to 3.Z cents Ile 
was dubious, oe that he could not operate at a profit on a 
cent mara Finally he dee ided to give the suggestion at rial. 


"Sasbalaeel hisgeries to within 114 cents of the Rein price just before 
the Memorial Day weekend. Immediately motorists started turning 
into his station. In May he bought 17,751 gallons of Blue Sunoco 
from us, most of it in the last few days of the month. In June he 
bought 86,371 gallons and in July 115,663 gallons. 





360 GASOLINE PRICE WAR IN NEW JERSEY 


Some people in the industry contend that the 5-year New Jersey 
price war started that day in May 1950 when Mr. Tobman decided to 
meet the competition of Rein Motors and that Sun Oil Co., therefore, 
started the price war. One or two of the witnesses before your com- 
mittee have intimated that such were the facts. This we deny, assert- 
ing, as we have clearly shown, that Rein Motors was the first to make 
a sizable price reduction and that eventually a Sunoco dealer to survive 
in business had to meet it. 

At this point I might say that this charge that Sun Oil Co. is re- 
sponsible for the New Jersey price war has cropped up intermittently 
during the last 5 years and whenever we have had the opportunity we 
have demonstrated such statements to be false. I now wish to my 
again that Sun Oil Co. has not in any single instance, except through 
a publicly announced change in its posted tankwagon price, initiated 
a gasoline price reduction below the prevailing price of the area or 
that of a substantial competitor in any New Jersey community during 
the last 5 years. Weare prepared with documentary evidence to sub- 
stantiate that statement whenever a specific contention to the contrary 
is called to our attention. 

Meanwhile Saveway, apparently encouraged by the success of its 
efforts at Linden, built a similar multipump station in Camden on the 
Admiral Wilson Boulevard, carrying heavy traffic between Philadel- 
phia and the New Jersey seashore. This station was opened in June 
1950, selling its regular gasoline at 20.3 cents a gallon, 4 cents under 
the prevailing price in that area. 

This aia Saveway station was located only a short distance from 
one of the dealer-training stations operated by Sun Oil Co. We could 
and we did take immediate action to meet this competition. We re- 
duced the price of Blue Sunoco to 21.3 cents, 1 cent above Saveway. 
Competitive dealers in the area also met Saveway’s competition and, 
I should add, by 1 cent. 

This situation presented us with the problem of what to do about 
the independent Sunoco dealers in the Camden area. We had no in- 
tention of using our company-operated station to take customers away 
from the independent Sunoco dealers. The purpose of the company 
station was to train dealers—not run them out of business. It was 
then that we decided, because this was a distressed area, to reduce our 
price of gasoline to all Sunoco dealers in that area so they could meet 
this competition, if they so elected. 

Our objective at that time was to grant an allowance under the 
tankwagon price that would assure Sunoco dealers an operating mar- 
gin of at least 3 cents a gallon. There was nothing secret about it 
since we announced it on July 7, 1950, in statement to the New Jersey 
newspapers, as well as to Sunoco dealers directly. 

This practice of granting a voluntary allowance under the tank- 
wagon price to all Sunoco dealers in a trading area affected by severe 
price competition has been repeatedly invoked by us throughout the 
subsequent years of New Jersey price fluctuations and elsewhere. 
The goal at times, depending on circumstances, has been to assure the 
dealer a 3- to 4-cent margin. A dealer is not required to reduce his 
price to be eligible to receive this voluntary allowance if he is located 
in a trading area which we have decided is under price competition 
injurious to Sunoco dealers if not relieved. 
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The reason for such action by us is a recognition of the mutuality 
of interest that exists between our dealers and the company. We 
fully realize that the company cannot prosper unless the dealers who 
sell its branded products prosper. We believe that fair and equitable 
application of voluntary allowances in price war situations enables 
dealers to protect their business and is a way for us to keep intact our 
dealer organization, which is one of our greatest assets. 

There is one factor that has played a substantial role in the New 
Jersey price war that I am reluctant to mention, but not to do so would 
place me in the position of not being candid with you. It is the 
attitude and actions during these 5 years of the New Jersey Gasoline 
Retailers Association. I am convinced that this organization, cer- 
tainly at times, has been far more interested in creating crises to 
bring about restrictive State legislation than in promoting oppor- 
tunities to restore the New Jersey gasoline market to a condition of 
stability and orderly functioning. Indeed, the organization on occa- 
sion has been instrumental in deepening the severity of the situation. 

I shall cite three illustrations of what I mean. You will recall that I 
mentioned that no effort was made among the competitors of the Save- 
way station at Linden to meet its competition. ‘The reason was that 
the New Jersey Gasoline Retailers Association encouraged its deal- 
er members in that area not to reduce their prices. The association 
also undertook to handle that situation by getting dealers to sub- 
scribe the capital for a new organization known as the Automotive 
Products Credit Association to build a mutipump station next to the 
Saveway station and thus offer the latter direct price competition. 

This hold-the-line arrangement continued until June 1950, thus 
allowing Saveway to become entrenched at Linden, selling at a rate of 
500,000 gallons a month. This success, no doubt, encouraged Saveway 
to build a second station at Camden and so throw that area into a 
price war. 

The association station at Linden opened on August 25. On that 
day Saveway was selling gasoline at 19.9 cents a gallon. The associa- 
tion station offered gasoline at 18.9 cents. Saveway responded with 
a drop to 17.9 cents, which forced other dealers in the area to reduce 
their prices accordingly. In the weeks that followed, the price war 
with a new intensity spread throughout most of the State, involving 
an estimated 90 percent of New Jersey’s service stations, 

Senator, I have here prepared for our marine department, in part 
of our course on economy at work, Competition in the Oil Industry, 
and I have prepared—there is prepared in this rather interesting map 
showing Jersey, the start up on Route 17, the spread to Route 25 
down to Camden to Bridgeton, where there was an entirely different 
situation, then how it spread on through. If you think it would be 
of help—— 

Senator Huwpurey. We should like to have one of those for the 
committee, just one copy is all we need. 

Mr. Wricut. One copy, I would be very glad to put in. Inasmuch 
as my attorney is here, I will mark it exhibit A. 

Senator Humpurey. That is a very formal presentation. 

Mr. Wrieur. Another illustration: 

From May 25 until June 22, 1955, this association station and the 
Saveway station at Linden were selling gasoline at 21.9 cents a gallon. 


* See appendix VII (b), p. 577. 
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On June 22, the association station reduced its price to 19.9 cents, 
followed within a few hours by Saveway. On June 25, the associa- 
tion station dropped its price to 16.9 cents, followed again by Save- 
way. During July the association’s price rose to 21.9 cents (later 
went down to 19.9 cents) and that of Saveway to 19.9. On July 26 
the association station again took the initiative in lowering its price 
to 17.9 cents a gallon. 

Another illustration: In the period between July 1953 and March 

30, 1954, southern New Jersey dealers generally posted a price of 
26.9 cents a gallon for regular housebr: ‘and gasoline. During this 
period the tankwagon price was about 20.2 cents, so these dealers had 
a margin of 6.7 cents. 

It was rumored in late March 1954 that the association had appealed 
to its members to operate on a 1.7 cent margin in an effort to force 
the large oil suppliers to institute a fair trade agreement with their 
dealers. Eight dealers in the Camden area responded, reducing their 
prices to 21.9 cents as of March 31, 1954. 

Senator, we have all this very carefully documented and available 
for the scrutiny or filing with the committee, if you would like to 
know it, with the names and locations of the dealers involved. 

Senator Humrnurey. We would like to have that, sir. 

Mr. Wricut. We will give it to you, sir. 

(‘The information referred to by Mr. Wright was subsequently fur- 
nished in the form of a memorandum, and follows:) 


MEMORANDUM 


From: D. C. Sloane, Camden district. 
To: Mr. W. W. Wright, Philadelphia. 

Dear Sir: In accordance with a request to supply you with documentation 
for statements made concerning prices in the Camden area during March 1954 
and the period thereafter, I submit the following which is based on a record that 
I made at that time. 

In Burlington, Camden, Gloucester, Salem, and Cumberland Counties there 
are eight gasoline dealers who are members of the New Jersey Retailers Asso- 
ciation (Mr. Dressler, president). I am told that Mr. Dressler asked members of 
his organization to operate on a 1.7-cent margin of profit, hoping that this pro- 
cedure would force the major oil companies to institute a fair trade agreement 
with their dealers. 

Accordingly, the S-member dealers in the Camden area posted a price of 21.9 
cents per gallon as of March 31, 1954. These dealers are: 

Maass, Esso—Mount Ephraim Avenue, Camden 

Keifer, Esso—Mount Ephraim Avenue, Camden 

Lubas, Esso—Haddon Avenue and Whitman Street, Camden 
Maieski, Esso—Black Horse Pike, Mount Ephraim 
Thomas, Esso—Grove Street, Haddonfield 

Hicks, Atlantic—Grove Street, Haddonfield 

Gibbons, Gulf—Mount Ephraim and Ferry, Camden 

Bart, Atlantic—Mount Ephraim and Decatur, Camden 

This move, naturally, upset the entire market, and I am giving you herewith 
a chronological story as follows: 


April 7, 1954 Cents 


Blue Streak—Route 70. Haddonfield 20.9 
DiPasquale, Atlantic—Route 70, Haddonfield- 
Ray Peters, Sun—Route 70, Haddonfield 
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‘These moves were made to meet the Grove Street, Haddonfield competition of 
W. Thomas, Esso, and W. Hicks, Atlantie. 
ipril 14, 1954 Cents 
Saveway—Admiral Wilson Blvyd., Camden_- 19. 9 
Premium—Admiral Wilson Blyd., Camden __- 7 19. 9 
Llue Streak—Route 70, Haddonfield 10.9 
Station 38, Sun—Admiral Wilson Livd., Camden 21.9 
Station 522, Sun—Admiral Wilson Blvd., Camden 21.9 
All major dealers—Admiral Wilson Bivd., Camden- = sti a 
ipril 15 to 21, 1954 

About 90 percent of dealers within 20 miles radius of Camden were posting 
21.9 cents. (Nore.—At this time Sun Oil Co. put a commission and consignment 
agreement into effect with their dealers in an effort to alleviate the chaotic 
ondition. ) 
ipril 21, 1954 Cents 
Saveway—Admiral Wilson Blvd., Camden , 18. 9 
Premium—Admiral Wilson Blvd., Camden____--__-~ i ee Ls. {) 
blue Streak—Route 70, Haddonfield____________ ; 1S. 9 
eters, Sun—Route 70, Haddonfield _________ a oi a — . See 
Station 38, Sun—Admiral Wilson Blvd., Camden___- 20.9 
Station 522, Sun—Admiral Wilson Blvd., Camden ; 20.9 
’ super Esso stations and all majors on Admiral Wilson ; 19.9 
Light association dealers___— : Po ee ne 19. 9 


At this point approximately 90 percent of dealers within 20 miles radius of 
Camden were posting 19.9, 20.9, and 21.9 cents. 
ipril 22, 1954 

Sun Oil Co. removed commission consignment agreement. 
ipril 28, 1954 
Station 88, Sun—Admiral Wilson Blvd., Camden 
Station 522, Sun—Admiral Wilson Blvd., Camden 
Peters, Sun—Route 70, Haddontield 
Saveway—Adumiral Wilson Blvd., Camden__--~-~ 
Premium—Admiral Wilson Blvd., Camden____~- 
lue Streak—Route 70, Haddonfield 
ight association dealers_____---_ leaps 
CERNE I ila eine cdc Baie ae 
Wau 4, 1954 

Due to the fact that the 8 association dealers remained at 21.9 cents and Blue 
Streak at 20.9 cents, Saveway and Premium dropped to 19.9 cents. The two Esso 
supers on Admiral Wilson Boulevard, Camden, and Peters, Sun, Route 70, Had- 
donfield, dropped to 21.9 cents. 
May 5, 1954 Centa 
Station 38, Sun—Admiral Wilson Blvd., Camden_______----~- — 
Station 522, Sun—Admiral Wilson Blvd., Camden __- oes 21.9 
All major dealers—Admiral Wilson Blvd., Camden-____-_---------------. 21.9 


Note.—Sun stations 38 and 522 held posting of 26.9 cents from April 258 to 
May 5, in spite of above competition. 
May 26, 1954 
I understand an effort was made by a group of dealers on this date to stabilize 
the market at 26.9 cents, and, as a result, all major competition on Admiral 
Wilson Boulevard posted 26.9 cents. Stations 38 and 522 (Sun) raised their price 
to 25.9 cents. Saveway and Premium raised their price to 23.9 cents. Approxi- 
nately 90 percent of the dealers within a 20-mile radius of the Camden area 
raised to 26.9 cents. Some exceptions were the following: 
Cents 
Grove St., Haddonfield, Esso station (Thomas) 22.9 
Grove St., Haddonfield, Atlantic station (Hicks) 22.9 
Blue Streak, Route 70, Haddonfield, retained price of Beat as. 
DiPasquale, Route 70, Haddonfield, retained price of_- y 
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June 2, 1954 


Saveway—Admiral Wilson Blvd., Camden 
Premium—Admiral Wilson Blvd., Camden 


It is felt these moves were made because Blue Streak refused to raise their 
price from 20.9 cents. 


June 3, 1954 


These other association dealers all went to 21.9 cents: 
Maass, Esso—Mount Ephraim Avenue, Camden 
Keifer, Esso—Mount Ephraim Avenue, Camden 
Lubas, Esso—Haddon Avenue, and Whitman Street, Camden 
Gibbons, Gulf—Mount Ephraim and Ferry, Camden 
Majeski, Esso—Black Horse Pike, Mount Ephraim, N. J. 
Bart, Atlantic—Mount Ephraim and Decatur, Camden 


Therefore, to sum up the entire situation, the reason for a reduction in posted 
prices of June 2 and June 3 would appear to have been caused by W. Thomas, 
Esso, Grove Street, Haddonfield; and W. Hicks, Atlantic, Grove Street, Haddon- 
eee? Blue Streak, Route 70, Haddonfield; and DiPasquale, Route 70, Haddon- 

eld. 

I am enclosing some photographs taken on June 4, 1954, indicating the. prices 
at some of these stations referred to. If further detail is required please 
advise me. 


we ase 
Mr. Wrient. This was an overnight drop under the area prevailing 
price of 5 cents a gallon and all the repercussions of another phase of 
the price war were inaugurated. 
One by one, service stations in the Camden area reduced their prices 
to meet this new 21.9 cent level. By April 14 it is estimated that 90 
percent of the dealers within a 20-mile radius of Camden were post- 


ing 21.9 cents. The 3 big multipump local brand stations dropped their 
prices from 24.9 cents at the end of March first to 19.9 cents, and then 
to 18.9 cents by April 21. 

The 8 association dealers were then down to 19.9 cents. By April 
28, when some of the nationally branded stations were back at 26.9 
cents, the 8 association dealers had not budged above 21.9 cents. So, 
by May 5, the market generally was back at 21.9 cents. On May 26, 
another effort was made by dealers generally to get back to the 26.9 
cent figure, with all but 2 of the association dealers following. But 
on June 3, all of the association dealers were back at 21.9 cents a 
gallon. 

In passing I might say that one of the association dealers who ini- 
tiated these reductions testified before this committee last July, com- 
plaining that his business “has deteriorated to almost nothing.” 

Iam perfecly aware that this recital sounds ridiculous and fantastic, 
but I assure you it is based on accurate day-to-day price surveys made 
by our Camden district staff in order to obtain data on which to base 
our pricing policies. 

Now, I would like to tell you about Sun Oil’s operations in New 
Jersey. Last February, we sent to this committee the highlights of our 
operating data as of December 31,1954. Where it is possible to do so, | 
believe, at your request, I shall bring that information a little more 
up to date in my testimony. 

Senator Humpnrry. Mr. Wright, at this point I would like to ask 
your permission to include in your testimony the response you made 
to the questionnaire. 
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Mr. Wricur. Weare delighted to have you do so. 

As you know, Sun Oil Co. markets only one seintion Blue Sun- 
oco—which has high test, premium qualities but sells at prices com- 
pe titive with the regular or housebrand gasolines of other nationally 
known companies. “Blue Sunoco is distributed through Sunoco sta- 
tions in 19 States, the District of Columbia, and two Canadian Prov 
inces. 

Sun Oil Co. has been a gasoline supplier in New Jersey ever since 
1927 when we commenced marketing Blue Sunoco. Over the years we 
have won for our gasoline a w idespread popular acceptance. In New 
Jersey we are the eee largest supplier operating in the State. 

All of the Blue Sunoco which we sell in New Jersey is manufactured 
at Sun’s Marcus Hook, Pa., refinery, except for an occasional ship- 
ment from the Sun refinery at Toledo, Ohio. We do not buy from 
others gasoline that we distribute in New Jersey, nor do we engage in 
any gasoline exchanges in that State. 

Northern New Jersey is a part of our New York region and south- 
ern New Jersey is a part of our middle Atlantic region. The line of 
division roughly passes east and west, north of the Amboys. The State 
is divided into six sales districts, with offices and marketing facilities 

Atlantic City, Camden, Hackensack, Newark, South Amboy, and 
Trenton. 

We distribute Blue Sunoco directly through our company facilities 
or through our one wholesale commission agent to 754 service stations 
and 26 garage or car-dealer outlets, as of September 30, this year. 
We also have one wholesale distributor. We do not, however, sell 
direct to any service-station dealers in his territory. We do not sell 
Blue Sunoco to any other wholesale agents, jobbers, distributors, or 
wholesalers in New Jersey. And I am adding here, sir, we do not 
have any dual distribution in New Jersey or anywhere else. 

Of the 795 retail gasoline outlets, as of last December 31, as pre- 
\ viene reported to this committee, 251 were operated by lessee dealers, 

2 were operated by dealers who own the property or rent it from a 

third party. As of that date, we had 12 service stations operated by 
employees of the company. That figure as of today is 20. 

With each of our lessee dealers, we have a real estate lease agree- 
iuent—1 year in duration—lasting a year? 

Mr. Frye. Yes, most of them. 

Mr. Wricnr. Most of them—([continuing] copy of which has been 
sent to this committee.© With all of the operators of retail outlets 
through which Blue Sunoco is sold, except one and, of course, the 
company-operated stations, we have a dealer’s agreement, copy of 
which has been sent to you.’ 

These dealer agreements generally are for a period of 1 year. We 
have, for the last year or 18 months, started using 3- year and 5-year 
lealer agreements. On our lease arrangements we now have, and are 
starting—and we did it a year ago—to extend our leases for a 3-year 
period to certain of our dealers. 

In establishing service station of other outlets we always have tried 
io avoid locating one too close to another. Instead, we seek to give 


* Reply of Sun Oil Co. to the committee questionnaire appears in appendix VIT, p. 569 
’ Material referred to appears in appendix VII, p. 570 
* Material referred to appears in appendix VII, p. 573 
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to each dealer a territory sufficiently large to assure him of a profitable 
business opportunity while at the same time providing the motoring 
public with easy access to Sunoco retail outlets. 

Rentals for service-station properties are based on their potential 
volumes of gasoline, motor oils, TBA items and services. We seek 
to establish a rental that is fair and equitable to the dealer-lessee 
Rentals consist of a flat sum per month, plus one-half cent a gallon 
on the gallonage sold by the dealer, with a specified maximum in any 
calendar month. 

Of the 231 service stations which the company had under lease to 
dealers at the end of last year, all the realty of 89 was owned by the 
company ; the buildings of 13 others were owned by the company and 
the remaining 149 were leased by the company from others. The gross 
investment of Sun Oil Co. in New Jersey service-station properties as 
of December 31, 1954, was $3,800,000, the nearest accounting date avail- 
able for this record. Total rental received by the company from New 
Jersey service stations last June, a normal month, was $85,149. 

Senator Humpurey. At this point, Mr. W right, I notice in your 
lease contract under item 8, subheading, “Miscellaneous” 

Because of the uncertainty as to civil claims arising under the provisions of 
the Federal statute known as the Robinson-Patman Act and of the State statutes 
of a similar nature, as these statutes now exist or are hereafter enacted, amended, 
or supplemented, the company and dealer do hereby mutually agree that no suit 
for damages under the provisions of said Federal or State statutes by either party 
against the other shall be brought or prosecuted unless instituted by legal process 
within 6 months of the date of the transaction giving rise to the damages claimed. 

Then there is further 

Mr. Wrieur. Verbiage. 

Senator Humpurey. Verbiage, here: 

The agreement merges all prior negotiations between the parties and con- 
stitutes their entire contract— 

Why do you include that provision ? 

Mr. Wricnt. Senator, my attorneys say that is a provision in our 
leases, and that several cases have been tried in that connec tion, and 
such an inclusion has been found not contrary to the public interest. 

Mr. Jrute. Do you refer to Brooks v. Pure Oil Company? Perhaps 
I should direct this question to Mr. Frye. Do you have reference, sir, 
to the Brooks v. Pure Oil Company ease in Kentue ky ¢ 

Mr. Frye. I have looked at that, sir, and I think you will agree that 
in that case the court held that even a 30-day limitation was valid. 
In other words, the notice that was to be given at the first of every 
month was that any claim against Pure Oil was to be noticed, and, 
instead of giving notice, they apparently let the claim go by, and then, 
subsequently, sued. And the suit was not allowed. The ruling was 
for the defendant, and the court said that that provision was Vv alid. 

Now, there have been also similar cases in which the Supreme Court 
of the United States has said that a 6 months’ limitation, which we 
have here, is not against public policy. 

Mr. Opom. Is that on filing the suit that these other cases have 
reference to, or filing the claim, giving notice of the claim ? 

Mr. Frye. I think the fundamental test of whether the claim was 
considered valid or not is whether the arrangement itself was against 
public policy. 
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Mr. Jen e. Sir, are the legal implications of this clause fully dis 
cussed with the dealer at the time he signs his lease / 

Mr. Frye. I did not get your question. 

Mr. JEHLE. Are the legal implications of th s clause in your lease 
agreement fully discussed with the dealer at the time he signs 
lease ¢ 

Mr. Fryer. I think it would be, yes. 

Mr. Wrieur. May I correct that, because I am in the sales depart 
ment and not the legal department? I think that particular phrase 
would be as confusing to the salesman as it would be to the dealer. 
Mr. Frye may not like to hear me say that, but when you get into this 
question about filing suits, I am not sure that they are understood 
by either party. 

[ might say that we are reworking our commission consignment 
igreement, with the thought that we could bring it down to simpler 
language. Without being at all facetious, we always have the usual 
irouble with our legal department. We start out asking them to write 
a sunple document, and it comes out 2 or 3 pages. 

Mr. Frye. I think I should add, in self-defense, sir, that instrue 
tions were also drafted to be given to the salesmen in explanation of 
the agreement, in case any questions arose. 

Mr. Wricnut. They were, sir. But, as a marketer, I would not 
want to leave your committee under the thinking that we take those 
kinds of clauses and go into them in detail. 

Mr. Jenxie. Certainly this is an unusual provision for a lease con 
tract. We have discussed it with some of the other witnesses who 
have appeared before this committee. I do not want this to be con 
sidered an unfair question, but, is this clause put in the lease agree 
ment in anticipation that certain cf your dealers will file claims against 
you! 

Mr. Wricnt. That I can answer that we in marketing never expect 
a dealer to file such a claim, because we never expect to be in violation 
of the Robinson-Patman Act. 

Mr. Jenie. It really is not necessary, then. 

Mr. Wricut. Well, 1—— 

Mr. JenLe. Let me ask you this—— 

Mr. Wricur. With wood dealers, all you need is one scrap of paper, 
“T, John Doe, would like to do business with Sun Oil Co. Will you 
do it with us for a period of such and such a time /” 

So much goodwill- faith—enters into the relationship bet ween 
company and dealer that the question of the wording of the con- 
tract, except possibly the term of the contract and the credit ai range- 
ments, is not too often discussed in detail. 

Mr. Jennie. Yes, sir. 

Mr. Frve. I think I should add that, at least, in my knowledge 
and Mr. Wright can correct me—there has never been an occasion 
to invoke this clause. 

Mr. Wricut. We have never had anybody who, with our policy of 
giving this commission consignment to everybody in an area, has 
even intimated that we are in violation of the clause. 

Senator Humpnrey. Are you, therefore, contemplating any change 
in your contract to remove that provision / 

Mr. Wricur. Senator, that would be attempting to read a legal 
mind. 


his 
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Senator Humrnrey. No. You are a marketing man. 

Mr. Wricut. Now, Senator, I don’t write the contract. 

Senator Humpnrey. But, you do business with the dealers. 

Mr. Wricut. Yes, sir; but, I do business on contracts that our legal 
department write for us, trying to get into the contracts the essential 
things that we would like to have as a condition of doing business 
between the dealers and ourselves. 

Senator Humpnrey. Of course, you are asking your dealers to ab- 
dicate rights that they may have under the Federal or State statutes. 

Now, do not misunderstand me. I am not a lawyer, either. I rec- 
ognize from what I have heard thus far in this testimony that these 
provisions may have the cloak of legality. But again—and I am not 
positive of this—I may just say I have heard that they have the cloak 
of legality, that they would be sustained in court procedure. 

However, it becomes a matter of relationships with dealers and 
whether or not in order to have that relationship of a lessor and a 
lessee or of a supplier and a dealer, you want to invoke this kind of 
restraint, or to have this kind of language which denies him, a citizen, 
aright. And that is exactly what it does. 

Under the law of the land, this man has the right under the statutes 
of a State or the Federal Government to invoke those statutes at any 
time for his protection unless he signs away those rights, as such a 
contract calls for. 

Now, other witnesses have testified here that they felt that maybe 
this clause was superfluous and unnecessary, and I wondered whether 
or not you have had any reason to feel that way yourself, in light of 
the fact that it has never been used by either party. 

Mr. Wrieut. I would not have the temerity to suggest to our legal 
department the addition or deletion of any clause which they felt was 
necessary in the document, as long as the document in general carried 
out the wishes of the marketing department. 

Senator Humpnrey. May I say, with all due respect to our friends 
in the legal department—and I say this most respectfully—that law- 
yers are not hired to design policy ; they are hired to carry out policy. 

Mr. Wricut. Senator, I think there is just an element of disagree- 
ment, if I may use it, between what you call policy and what I call 
policy. I would not call the inclusion or sacbaati of that clause a 
matter of policy. 

Senator Humpurey. Well, it is a matter of policy, may I say most 
respectfully to you, sir, when a company decides, as a part of its 
marketing operations, that for a man to have contractual relationships 
with Sunoco, in this instance, or any other company, that said indi- 
vidual must sign away certain statutory rights which are provided 
for him under the law of the land. Now, that is a policy decision, sir. 
I mean, there is no way you can window dress that one. It is policy. 

Mr. Wrieur. Without making any promises, may I say that, in 
view of this discussion, and quite an education in this particular 
phrase or paragraph in our contract, I certainly will be delighted to 
talk, not only to Mr. Frye, but to our other counsel about the wisdom 
and the desirability of keeping this in our contract. 

Senator Humpnrey. I want to add just one word, that there are 
Members here in Congress who feel very strongly about the Robinson- 
Patman Act. It was designed for a particular purpose, and it did not 
come about by accident ; it came about as a result of weeks and months 
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and years of hearings. It came about because of abuses in the stream 
of commerce. And I say, as one Member of Congress, that when 
private ¢ contractors, or private parties to a contract, as ssign away 
their rights under that law, . for all practical purposes, the law 
of the land is being abridged, is being endangered. There is a 
vacuum here, in other words. li you can get enough of these con 
tracts signed in all contractual relations in indus try, then the Robin 
son-Patman Act is repealed. And, I think, if we are going to repeal 
the Robinson-Patman Act we ought to do it honorably and as a matter 
of public policy. 

Hfowever, I want you to know my position. I am opposed to its 
repeal. I am for its rigorous enforcement. My complaint is the 
lukewarm enforcement and the del: ayed enforcement which is taking 
place by the Federal Trade Commission and the Department of 
Justice. And I can begin to gather, as I listen to more hearings and 
testimony, why the difficulty exists in enforcement. 

There are private contractual arrangements arrived at which dilute 
and minimize and actually erase the Robinson-Patman Act as an 
instrument of law. Now, this is just my personal opinion. You are 
giving your personal opinions. This is said in all good cheer and 
spirit. 

Mr. Wricut. I accept it. And you have me in a phase of company 
operation with which I am not, by training, familiar. I know this, 
that there was never any intention in any of our contracts to write in 
something which would enable us to violate the Robinson-Patman Act. 

Senator Humrnrry. I understand that, sir. I want to impugn the 
best of motives to you. And I know that your company is an estab- 
lished, honorable, economic institution. That is a matter of assump- 
tion before we start. 

And I may say that no law was written for the majority in the sense 
of a majority of abuses. It is written to catch the violator, the 
minority. We have laws on the statute cee for all kinds of mis- 
deeds, both civil and criminal actions, and we recognize that most 
people are law abiding and law observing. But, occasionally, you 
need law enforcement, you see. 

Mr. Wricut. I was not present at the particular discussion in con- 
nection with this phrase. The phrase, I would imagine, was put in 
to merely ask the dealer, so that the dealer would know, if he was going 
to file a complaint under the Robinson-Patman Act, that he would 
do so within a reasonable period of time. 

Senator Humpnrey. You can understand the motivation, yes. 

Mr. Wricur. I say it is a supposition, and, as that, may not be 
worth a hoot. 

Senator Humpnrey. It would be nice if the Internal Revenue De- 
partment could enter into such an agreement with taxpayers, if no 
one filed a complaint within 60 days 

Mr. Wricur. Particularly with my income tax. 

Senator Humpnrey. I am going to have to call the hearing to a 
recess. I have a luncheon engagement with some of my Senate col- 
leagues, 

We will reconvene at 2 o’clock, and we will start with you on page 17. 

(Whereupon, at 12:35 p. m., the subcommittee recessed, to resume 
at 2 p. m., the same day.) 
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AFTERNOON SESSION 


Senator Humpnrey. Mr, Wright, I see you are back here. 


STATEMENT OF WILLARD M. WRIGHT—Resumed 


Mr. Wricnt. Yes, sir, almost with indigestion, but I am back here. 

Senator Humpnrery. Almost with. Well, we had a long lunch hour 
here. I generally take 15 minutes, but I had some work to do. 

Mr. Wricnt. Then I am glad, sir, 1 am not a Senator. 

Senator Humpurey. It is the times that we miss lunch that we 
really complain about. 

Mr. Wricur. So do I. 

Senator Humpnrey. Go right ahead, Mr. Wright. 

Mr. Wricut. We strive to recruit for Sunoco deale ‘rships men of 
character and maturity with a record of competence and aptitudes 
for this type of work. We have been selecting prospective dealers 
with increasing care, for the trend toward larger stations makes 
necessary men with managerial abilities and the initiative to succeed. 
We require all prospective dealers to successfully complete a training 
course that covers not only the mechanics of service-station operation 
but principles of retail marketing and business procedures required 
to operate successfully a service sti tation. 

We recognize and treat Sunoco dealers as independent business 
men with all the rights, privileges and obligations implied by that 
term and without distinction here between lessee dealers and owner 
dealers. All have money invested in the business and by virtue of 
that investment all have the right to make their own decisions how 
their business is to be run. 

We believe that Sunoco dealers should make decisions having to 
do with station management—employing their helpers, setting their 
wages and determining the hours of the station’s operation—local 
sales promotion and retail pricing. The company’s function in these 
matters is confined to supplying ‘relevant information and materials 
that enable dealers to make wise decisions and carry them out effec- 
tively. We believe that the company should do all it can to help make 
Sunoco dealers efficient, effective businessmen. 

But we do believe that the mutuality of interest that exists between 
the company and Sunoco dealers mi: akes proper and desirable the 
providing of help to dealers in periods of severe price competition. In 
addition to the voluntary allowances under tankwagon prices, which 
T have described, we have on occasion made commission-consignment 
arrangements with dealers under severe price competition. 

I shall go into that subject in more detail when I discuss the testi 
mony of Mr. Charles J. DiBartolomeo before this committee. We do 
not, however, rebate or forgive rentals as a part of our assistance to 
the dealer. 

Much has been said to this committee about the independent deal 
ers shouldering all the losses involved in the New Jersey price war. 
The impression, I am afraid, has been created that the suppliers of 
national brands have not been affected by the frequent and w idesprea«t 
price reductions that have occurred from time to time. 

This is not a correct and factual picture of that situation. Sun 
Oil Co. by voluntary allowances and the use of commission consign- 
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ment arrangements—and I might add reduction of tankwagon price 
has shared with Sunoco dealers the price reductions that have taken 
place. Over the last 5 years, I have no doubt that Sun Oil's 
meeting these price reduc tions has cost our company many hundreds 
of thousands of dollars. And I would judge that the other suppliers 
operating in New Jersey would have been similarly affected 
or less degree. 

By and large, we believe that the practices we hat 
ire on the right track because turnover among Si 
New Jersey is not nearly as large as some of the 
mittee apparently has been receiving. 

Incidentally, the figures which we sent you last February showing 
a turnover among lessee dealers of 18 percent in 1952; 17 percent 
in 1953, and 22 percent in 1954, need a little explanation. 

They were compiled from records of our land department and in- 
cluded all legal-name changes, even thought the same dealer or his 
family continued to operate the station. 

Eliminating those instances where the same dealer or 
his family continue to operate the station we came up 
sults for New Jersey and for Michigan: 


mart 


Ih more 


e been pursu 
ino0co dealers 


reports your com 


member of 
with these re 


| Percent] 


W e include Michigan as a vi ardstick because there have been ho 
serious price wars in that State during those years and wanted to 
see how New Jersey stacks against a State where dealer conditions 
are revarded as good. 

In the first 9 months of this year the comparable figure for New 
Jersey is 16.1 percent and for Michigan 18.5 percent. In other words, 
in the first 9 months of this year 41 out of 255 Sunoco lessee deal 
left stations they were operating. This is } 

Five, or 12.2 percel nt, were upgraded, 

Sunoco station to operate a large ror better one 

on account of illness or death: 17 ee 11.5 percent, | 
lems of one kind or aes r: 7, or 17.1 percent, went 
competitive supplier or to jobs ah ‘h tl 

pects 5 2, or 4.5 percent, had their ead | tern 

ind 7, or 17.1 percent, were unclassified. 

Although [ think that is a fair record, we a t happy a 
particularly the 17 listed as having financial problems and t] 
is Fong with competitors or to jobs they thy ught were 
shall continue to strive to reduce those kinds of figures. 

Now, a word about company-operated stations. We are not seeking 
to replace independent dealers with company-oper: ited stations, nor 
are we using company-opers ated stations to sh: ipe reti al pris ices Mh an 
area as has been suggested to this committee. W e infinitely aeaka ‘un 
independent dealer operation when we can obtain the operators needed. 
Primarily we operate service stations as training places for prospec- 


erte 
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tive dealers and their helpers and to experiment with and test mer 
chandising ideas and innovations. 

Obviously, we do not need the 12 stations we were operating last 
year in New Jersey, not to mention the 20 we are now operating, for 
those purposes. But the advent of the big multipump local brand 
stations on several New Jersey highways has made necessary similar 
Sunoco stations. 

When I tell you that such outlets cost $100,000 and more, you can 
appreciate the difficulty of getting an independent dealer willing to 
assume the responsibility and risk involved. 

Senator Humpurey. At that point, Mr. Wright, Mr. Odom made an 
observation which you may want to comment upon. 

Is it not true that when you have the kind of competitive conditions 
which exist in this market in New Jersey, it does limit the willing- 
ness as well as the financial capacity of an independent operator to ste} 
in and build stations and operate them successfully ¢ 

Mr. Wricur. Senator, we are experiencing that same problem, 
whether it is in New Jersey or whether it is in Michigan. 

Senator Humrurey. Are you telling me in other words then that 
the gas business is so unprofitable that it does not pay to make the 
investment ? 

Mr. Wricur. No, sir. I am telling you that few people scrape to- 
gether out of their business and other resources a matter of $50,000 
or $60,000 to go into the gasoline business. We recognize that. 

Senator Humpnrey. Well, is this to indicate then that the people 
who will ultimately own the gas stations will be the oil companies? 

Mr. Wricur. No, sir. We recognize the value of having independ- 
ent dealers who have a large stake in the station and who are inde- 
pendent in every sense of the word and are gradually acquiring title 
to their property. 

So we have two plans: One, to sell existing stations to dealers; 
second, if the man comes up and can acquire a satisfactory piece of 
property, we will finance him on the erection of the station over a 
period of time which enables him to amortize the money invested at a 
rate less than he would normally pay for rent, and at an interest rate 
which in general—and I think I might say “always,” but I would like 
to say “in general’”—is less than banks. 

We like those kinds of deals. It gives the man a keen interest in 
his location and a sense of being his own boss. 

Senator Humpurey. But now, under that kind of thing, don’t you 
have a sales contract with the man to buy your products during the 
period of your financing ? 

Mr. Wricur. No, sir. 

Senator Humpnrey. What kind of understanding do you have? 
Now, I cannot imagine that you are building stations aol financing 
construction if you do not have products in there. 

Mr. Wricur. Senator, it has been no problem. We enter into a 
lease and re-lease agreement with the man. During that period of 
time he takes a dealer agreement with us, which calls solely for him to 
purchase gasoline and motor oils, and not even his requirements. It 
is not a requirement contract. The other products he wants to buy in 


that station are those he desires to buy, based upon service, quality, 
and price. 
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Senator Humpurey. I do not want you to think again that I am 
being critical. 

Mr. Wrieutr. No. I am trying—— 

Senator Humpurey. | was just looking at this problem. It seems 
to me that with the argument being made that in order to meet com- 
petition, you need a number of company-owned stations which are 
leased out, it indicates somewhat of an unhealthy condition economical- 
ly within the industry at the dealer level. 

This is not true, for example, if a man wants to put up a grocery 
store. He generally does not have the Monarch Food Co. build the 
store. He builds the store or he has somebody else build the store, 
und may lease it from the builder, which is a common practice. 

Mr. Wricut. Where a dealer has the money to put up a service 
-tation—and some still do—then, of course, he is open to any offers 
made by any oil company in the business, just as if he bought the 
corner and built a grocery store. 

In the gasoline business, there is an evolution going on somewhat 
similar to that going on in the food business, namely the attraction of 
customers and of gallonage into these larger multipump stations. 

We have seen it in the grocery business. We have seen it—you 
have mentioned the drug business several times—we have seen it in 
the drug business, and we are seeing it in the gasoline business. 

Now, that doesn’t mean to say that the small station is passe, there 
is no place for it. In communities properly located, where the per- 
sonality of the man is still one of the dominant factors, there is still a 
whale of a place for that man in the industry. Where he runs into diffi- 
culty is where he goes out and tries to build a station of the size that 
will compete with the Giant and the Saveway stations that have been 
referred to, stations that are doing anywhere from a hundred to 500,000 
gallons. 

Senator Humpurey. I have seen that he does run into that trouble. 
My point is though that if those stations are as successful as they are 
reported to be, then they surely ought to be good credit risks, and there 
ought to be an opportunity for people who want to get into those sta- 
ions to do so, more so even than the small ones. 

My concern in this area is not related directly just to the oil business, 
nor to this tendency that you are talking about, which is surely a real 
one, of the supermarket, the multipump, the bigness that comes to 
make up what we term “better service and more modern service.” 

But isn’t it true that this tendency toward company ownership is 
more prevalent in the oil business than in other industries? The food 
markets are not owned by the food companies, except where you get a 
chain outfit. 

Mr. Wricut. Senator, I can’t answer that question, because I don’t 
know about other industries. 

Senator Humpurey. The facts are available to us as to what is hap- 
pening in other industries. And I grant you that there is a tendency 
for bigness, and a tendency to acquire greater and greater capital, 
which obviously limits the number of people who can enter that field, 
and there you have an undesirable competitive situation, in that the 
only people who can afford to enter that kind of risk are people who 
have such a broad base of operations that, if they take a temporary 
loss in one place, it doesn’t unduly harm them. 

66238—56—pt. 3——12 
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This is a concern in the whole economy. This is what is happening 
in the area of mergers. These mergers are not ti aking place just because 
somebody said, “T heard the word * merger,’ let’s try it.” The mergers 
are taking place because it is getting more difficult for some small men 
to compete. And the only way they get a chance to salvage their life- 
time work is to merge. 

Now, that is a fair statement of what is happening in the area of 
merging. There may be many reasons for this. Tax laws, restric- 
tions, and restraints are a lot of reasons that it happens. But I think 
we are going to have to face up to it: What kind of an economy do we 
want? Do we want an economy with just fewer and bigger stations / 
Recognizing that it becomes more difficult for an individual to purchase 
a station, w here can one get the financial backing? You get the insur- 
ance company to buy and own filling stations, the Soc ony- Vacuum Co., 
or the Sun Oil Co.; they have the money. 

I am concerned about this. You see, I am the kind of person who 
believes in a lot of little people owning their institutions. I may be 
a little old fashioned. I am afraid of some of this modern radicalism 
that believes that only the big and the powerful and the rich shall have 
the opportunity to own. This is the new radicalism which has come 
into the American economic scene that worries me. 

Mr. Wrieut. We are concerned—and in my text I mentioned a cer- 
tain number of Sunoco dealers who were upgraded; we are constantly 
upgrading these dealers, we are constantly working with the dealers. 
We hope that we can get our dealers to the position where, when we 
build one of our larger type stations, we can get him to take over and 
be in a position to take over that station. 

Senator Humrurey. But, your figures indicate that that isn’t hap- 
pening, that is a hope, your facts indicate that the growth of company- 
owned stations is continuing. 

Mr. Wricr. Which we lease. 

Senator Humpurery. Well, lease or not, I am talking about the fact 
that you own them. 

Mr. Wricut. That is right. 

Senator Humpnrey. And that seems to be the reported facts from 
every witness thus far, that the ability of an individual to own his 
own station and then shop for a commodity at the best terms to sell 
out of that station is withering on the vine, so to speak. And the 
tendency of the company to be in the real-estate business, to own the 
premises and the facilities and then lease it out, is growing. 

Now, we can argue the social values of this for a long time. But 
T can’t help but believe that, when an organization owns the facilities, 
the pumps, the tanks, the structure, the loading zone, or the filling 
zone, and the location, the property—when you own all of this, it 
tends to limit the individualism and the so-called individual-owner- 
ship aspect much more than has been related. 

That is just a personal point of view. To put it bluntly, I am 
opposed to any large food chain owning all grocery stores. And I 
am against large drug chains owning all drug stores. And I am 
against large oil companies owning a majority of the filling stations. 
I mean, this is a personal point of view, because I think a man has a 
greater stake in life and is a better citizen when he has a chance to 
be an entrepreneur, and not in name only, but in fact. 
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Upgrading him as a wage earner isn’t important in my book, as 
compared to upgrading him as an individual owner. That is just 
ersonal point of view. 

Mr. Wricut. To that extent that we can, we are allowing dealers 
to acquire the eventual title in fee simple to these properties. 

Senator Humpnurey. How many of them are doing it? 

Mr. Wricur. I couldn’t quote the figure, but it is quite sizable. 

Senator HumpnHrey. Could you give us some indication later on 


a 


LS 
o what is happening in that development ‘ 
Mr. Wrient. Yes, I can. 
(The information was subsequently furnished and follows:) 
2-party deals under lease to Sun Oil Co., 1949-55 
1949 1950 1951 2 3 4 
N umber per year 146 157 147 } 14] ! 
Canceled—continued under dealer operation 1 9 
Canceled—discontinued operation l 3 l l $ 


Senator Humpurey. You see the point that I am getting at. You 
mentioned this $100,000 figure. That is a substantial sum of money, 
and if that is the amount that it takes to put up a station and to be 
competitive because of customer desire, not on ily customer desir e but 
also because of supplier competition, you see what h: ippens here is that 
the institutions with great resources start settin io@ the pattern for ft 
Nh indiv idu: il dealer at the loc al le vel, and he ean ‘t poss ibly pli Ly in that 

eague. This is like trying to put Reed College against Notre Dame. 

Mr. Wrieutr. And possib ily efficiency of operation. 

Senator Humpurey. Efficiency of operation i somewhat dependent 
ipon capital resources, too. 

Mr. Wrienr. And volume. 

Senator Humpnrey. What I am eae it is, when you have the 
supplier who is also a refiner and frequently owns his own oil wells, 
own barges, own lines, pipe ‘lines, he has a vel tical integrated operatio 

from each operation he makes a profit. "Th n when you come 
down to the point of the supplher being a distributor, a direct dis 
tributor to a dealer, the suppher who gets into what I call the trace, 
nto the retail trade, so to speak, at the distribution level, he can set 
tandards that no one else can comply with because no one else has th 
amount of capital. 


I hope I make my on quite clear. In other words, if Gener: 


it 


\Motors were to own all the oarages in this eom try and all of the sales 
rooms, if they were to extend their operation to a point, which they may 
doand I hope they don’t, where they would establish all Buick outlets 


all Cadillac outlets, all Oldsmobile outlets so that they built the prop 
erty, built the showrooms, built the facilities and owned the facilitie 
nd then leased them out, there just would be no. se ince for anybody to 
compel because they are making a billion-dollar net profit this vear. 
Mr. Wrienr. It is our sincere hope, and it is appare ntlvy yours, that 
we will still continue to do a large proporti on of our busi ess throug! 
dealers who own their own real estate. 
Senator Humprrey. I know that is your hope, but what is the fact 4 
Mr. Wrienr. We still do 
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Senator Humpurey. Do you do most of it through them ? 

Mr. Wricur. No, I don’t believe we do, but I think we have more 
dealers of that kind than we have other kinds of operations. For in- 
stance, in Jersey I quoted the figure. In Jersey we have 251 lessee 
dealers as compared to 532 operated by dealers who own the property 
or rent it from a third person. 

Senator Humpurey. Who is this third person! Do you have any 
special real estute agent set up ¢ 

Mr. Wrienr. No, he is a person completely unknown to us. 

Senator Humpurery. Your record in this instance as compared to 
other witnesses is a more balanced record. Let me say it is a record 
more favorable to the individual owners. 

But I recall the other testimony, and it runs pretty much even-steven, 
pretty much 50-50; and I am interested in trends, not only in fact, 
you see. Not only contemporary fact, but what I am indicating to 
you is the trend more toward company-owned stations. 

Mr. Wricur. I think these figures rather point out the fact that 
we have always been and are still interested in getting a sizable pro- 
portion of our business through the kind of dealer we are talking 
about. 

Senator Humpurery. For example, in 1952 vou had 231 lessee-dealer 
outlets, and now in 1954 you have 251, and these 251 received, in 
December of 1954, 36 percent of the total of the company’s retail sales. 

The 12 outlets owned by your company received roughly 3 per- 
cent of the company’s sales, the 532 independent outlets received ap- 
proximately 54 percent of the retail deliveries. So you have twice 
as many stations doing about 50 percent of the business. 


Mr. Wricut. That’s yee 


Senator Humrurey. If they were doing their proportionate share 
of the business, they would get a little more of the business. 

Mr. Wricur. I am sorry you opened up those figures, Senator, be- 
sause I am afraid it will open us up to some solicitation on the part 
of those dealers by some of my good friends to the rear of me who like 
nothing better than to know that we have that proportion of our busi- 
ness solely secured by a dealer 

Senator Humpnrey. I asked you for permission to put all this in- 
formation in the record earlier, you may recall. 

Mr. Wricur. I am not questioning your correctness in your right 
todoso. Iam just expressing my regrets, if I may. 

Senator Humrurey. Just to kind of conclude this point, I want to 
say that this is merely a matter of evidence and not a matter of judg- 
ment that we are making here. 

Mr. Wricur. I appreciate that. 

Senator Humpurey. It is just the view of this one person on the 
committee, one Senator, that in so many areas in the retail opera- 
tion today there is getting to be more and more of what I call tie- 
in control or at least tie-in interest from the manufacturer down to 
the outlet. 

We are running into discount houses, for example, chopping right 
on into the normal retail outlet, and if this thing persists, if this 
disease of disorderly marketing—and that is what it really racks 
up to after a while—persists, I don’t know what is going to happen 
to this independent retailer, because this gets to be a law of the survival 
of the strongest. 
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It is hke American Motors trying to compete with General Motors. 
|et’s face up to it. I mean, actually I sometimes admire the large 
corporations for their restraint. Actually, if they used the power 

iat is at their command, I don’t know what would happen. 

The capacity to do things in the economic market place, of con- 
trolling the market, is almost unlimited today, and I use, without re- 
flection on any company at all, what are the salient facts. For exam- 
ple, if General Motors desired today—and it does not, thank good- 
ness, but if it did—it could own every outlet, every garage, every 
showroom practically throughout the country for its products, and 
they could put up such beautiful displays and such magnificient struc 
tures that no one could compete with them. 

First of all, they get money cheaper than other people, and, know- 
ing the importance of credit, if you can save one-half of 1 percent on 
interest, that is a decided competitive advantage; isn’t that a fact ? 

Mr. Wricur. May I say, we share with General Motors no desire 
to have 100 percent of our business done through locations that are 
under lease or owned by Sun Oil Co. 

Senator Humpurey. All right. That was just a point of discus- 
sion here. 

Mr. Wrienr. Right. 

Senator Humrurey. We want to get you out of here, too. Don’t 
you remember my commitment to you ? 

Mr. Wricut. You are right. 

May I go on? 

None of our company-operated stations in New Jersey, or else 
where, has ever engaged in practices harmful to independent Sunoco 

dealers. It would be foolish for us to do so because in the long run 
we would lose more than we could ever gain by such tactics. We strive 
to make these company-operated stations profitable, but they are 
charged the same prices for gasoline and other commodities as are 
independent Sunoco dealers in the same area. 

All eight stations that have been added to the company-operated 
list this year are there only on a temporary basis. Just as soon as we 
can get satisfactory dealers for them, the company operation will 
cease. Four of the eight have been company-operated only since 
November 11—one only since last week. One each of the other four 
reached that status in May, June, July, and August. 

When independent dealers leave stations, you cannot close them 
down if they provide essential services for Sunoco customers. We 

find we must operate them until arrangements for a dealer to take 
them over can be made. 

I now wish to comment briefly on several of the statements that 
have been made to your committee concerning Sun Oil Co.’s oper- 
ations. There were four witnesses who made statements sufficiently 
specifie as to require our comment. Only one came from a Sun dealer. 

The Sun dealer was Charles J. DiBartolomeo, who leases and oper 
ates a Sun station in Camden, N. J. The gist of his testimony was a 
complaint that during the last 2 years he was on numerous occasions 
given a commission- -consignment arrangement which after short pe- 
rl niods was terminated. He also contended that the « ‘company expected 
iim to meet competition with losses to him. 

“Mr, DiBartolomeo said he was complete ‘ly confused about the com 
ission-consignment arrangement given to him and his testimony cer- 


Y 
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tainly indicated that he was. Perhaps our people fell down in com 
municating to him the exact nature of this commission-consignment 
arrangement, which was solely for his benefit and protection—not that 
of the « company. 

Offering commission-consignment arrangements to Sunoco dealers 
is a means of providing help to those being subjected to severe price 
competition. We use this method of assistance for no other purpose. 
When it is offered to one dealer it is offered to all Sunoco dealers, with 
out distinction, in the area of severe price competition. 

It is solely up to the dealer to avail himself of this help. We like 
to terminate such arrangements as quickly as possible after they are no 
longer needed to assure ‘the dealers involved an operating margin un- 
der which they could survive. 

For instance, taking the case of Mr. DiBartolomeo, he first was of 
fered a commission-consignment arrangement on April 8, 1954, and 
during the following week a similar offer was made to all other Sunoco 
dealers in the Camden area—as a result of the price war set off on 
March 31, 1954, by the eight association dealers to whom I have made 
reference. 

Here was an instance where within a few days the retail price 
dropped 5 and 6 cents a gallon—to a point below the prevailing tank 
wagon price. To compete in that kind of market a dealer would, on 
some days of that period, actually be losing a cent or more on ever) 
gallon of gasoline he sold. 

So we offered to Mr. DiBartolomeo and other Sunoco dealers in 
the Camden area an arrangement whereby we no longer would sell 
them our gasoline but would put our gasoline in their stations on a 
consignment basis and pay them a commission of 4 cents a gallon on 
the first 20,000 gallons of sales in a calendar month and 3 cents there- 
after, at a price specified by us. 

This price would be competitive in that area. In the middle of 
April, that figure in Camden was 21.9 cents a gallon and later 19.9 
cents a gallon. 

One of the advantages of a commission-consignment plan is that it 
serves as a brake on further price cutting in a chaotic situation such 
as had been precipitated in Camden. We used the arrangement when 
it was needed and withdrew it when the need lessened. The dealers 
could likewise withdraw when it was to their advantage to do so, upon 
5 days’ notice, or immediately by mutual agreement. 

Thus, from April 1954 until July of this year, Mr. DiBartolomeo 
and the Camden area Sunoco dealers were frequently on and off a 
commission-consignment basis, at varying rates of commission, as 
changing conditions indicated the need, or lack of need, for this plan. 

All of this was for the benefit of Mr. DiBartolomeo and other 
Sunoco dealers. Sun Oil Co, did shoulder a large part of the losses 
of the Sunoco dealers in this price war at a cost of thousands of dollars, 
despite what Mr. Di Bartolomeo told this committee. 

There also seems to be another misunderstanding. Senator 
Humphrey asked Mr. DiBartolomeo whether he believed his accept- 
ance of the commission-consignment plan “changed your status from 
an independent operator to almost an employee” (page 20 of printed 
transcript), and he answered: 

“It did. I felt I was an employee.” Emphasis subsequently was 
placed on this answer. 
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Of course, that is not correct. 


After acce pting the commission con 
signment, Mr. 


DibBartolomeo’s status as an independent dealer re 
uained exactly as it had been previously, except for one thing: the 
rasoline he was handling belonged to Sun Oil Co. and it specified 
he price for its sale. He remained otherwise in full charge of his 
tation with full control over its operations. 

He could hire and direct employees as he W ished Ile coul | deter 
ine when his station should open and close. He could purchase all 
products other than gasoline from whomever he pleased and he could 
-et t whatever prices he wished to charge for such other products Ol 
ervices. 

Mr. John Roessner, Jr., a service-station dealer on Route 22 in 

‘nion, N. J., at your Newark hearings complained that when Sun 

i] Co, opened a new company-operated station near him on February 
>, 1954, it sold gasoline at 2 cents under the 


price he was charg 
ie intimated that by such action we were undertaking to upset 
inarket. 


the 
Now the facts are that prior to the opening of that station we sur 
eved the posted prices of all service stations in that trading area— 
total of 63 from North Plainfield to Hillside, N. J. We included 
Mr. Roessner’s station. 
We found that on February 4, the day before our new station 


pened, that, of these 63 st: a. 25 were posting prices between 2 
ind 24.9 cents a gallon, 


: nd 25.9 cents. 


o> 
ss 
Another 25 were posting 
E ight were posting pr ices betwee 
and 5 were between 26 and 


tion was posting 25.9 cents. 


prices bet ween Zo 
1 23 and 23.9 cents 


26.9 cents. Ac tually Mr. Roessner’s sta 


In view of that overall area situation, the Sun station, upon op 
posted a price of 24.9 cents—just 1 cent under Mr. 
cents as he told this committee. 
mated the prices of a 
ltoessner’s price. Ss 


ening, 
Roessner—not 2 
The Sun price more closely approxi 
majority of these stations than did Mr. 
o, despite the suggestion of your staff director 
sun Oil Co. was trying to meet the competition that existed in that 
irea. 
Our records show that on February 18 our price fell t 2 cents 
elow Mr. Roessner’s but they also show that on February 24] his pri 
as the same as ours and it continued to be the same until Apr il 2 
wn he dropped his price 1 cent below our station posting. 

I do not want to take the time to follow this record in detail but I 
do want to point out that in the following months there were intervals 
when the prices of the two stations were identical and other intervals 
when Mr. Roessner was selling for less than the Sun station. Unfor 
tunately, that is far from the impression Mr. Roessner left with the 
committee. 

Incidentally, there are 2 so-called local brand sta 


ations among the 
63 included in ow survey. Mr. Roessner denied there were 


Another witness at your Newark hearings was Mrs. Marie Hotiman, 
wife of a Jersey City dealer. Mrs. Hoffman told you of the efforts 
of herself and her husband to obtain a dealership at a newly con 
structed Sunoco station on Henderson Street in Jersey ( ‘ity. She said 
she and her husband were told they would have to have $6,000 to get 
a dealership contract and she left the ees hat the coaieen 
wanted $2,000 from her for financing the 


> any. 


building of new station 
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The facts are that we require every new independent dealer to de- 
posit with us $2,000 as collateral for the credit we extend to him. We 
pay the dealer a rate of interest on this deposit higher than that of 
most banks. 

It is, of course, returned to the dealer, less any unpaid obligations, 
when his contract with us ends. But almost immediately upon the 
deposit of this collateral we make delivery to the dealer on a credit 
basis supplies of gasoline and such motor oils and TBA as he desires, 
with a value frequently of $1,000 or more. 

Of course, to do a successful job in a service station a new dealer 
requires tools and equipment that will cost him about $2,000 and he 
should have at least $2,000 in working capital until he gets things 
going. So it is correct that a dealer, for the type of station in this 
instance, would need about $6,000. 

Our own investment in this particular station is about $50,000 and 
we constantly strive to attract to such stations people who will have a 
substantial interest in the business with us. Our viewpoint is that we 
would not be doing a prospective dealer a favor by representing the 
business as something that can be operated on a shoestring. 

With competition as keen as it is today the new dealer needs every 
advantage he can get in the way of modern tools and equipment and a 
full line of merchandise. 

Mr. Charles E. Sohn, a service station dealer at Englewood, N. J., 

vas another witness who made references to Sun Oil Co.—pages 
33 and 34 of the printed transcript. He contended I had told him 
that Sun Oil had what he called “a vicious price policy” whereby it 
would post prices only one cent higher than those posted by local 
brand stations. 

He contended that the application of this alleged policy by Sun 
had forced out of business dealers of several suppliers of nationally 
known brands. His testimony was a little vague but I believe from 
the context he was referring to the situation at Paramus in 1950, which 
I have described to you. 

I have no recollection of ever discussing this matter with Mr. Sohn. 
Certainly, I did not tell him Sun had a fixed policy of keeping its 
prices within one cent of those posted by local brand stations. 

That has been done on occasion, but it is not in any sense a com- 
pany policy. Indeed, it is a matter that necessarily must be kept 
flexible in order to meet competitive conditions locally as they arise. 

The relationship of the retail price at our company-operated sta- 
tions to those of competitive local brand stations depends on the qual- 
ity of the latter’s gasoline, the appearance and accessibility of the 
station and the amount of business it is taking away from the Sun 
station. We seek to develop a price for our station that equalizes 
as closely as possible the competitive situation between the two sta- 
tions. 

Incidentally, the local-brand stations that have been referred to 
in this statement are not little one-horse affairs, operating on pennies. 
They are the large multipump stations that sell in the neighborhood 
of 300,000 to 500,000 gallons monthly. 

I say to this committee that Rein Motors—not Sun Oil Co.—must 
bear the responsibility for any service stations forced out of business 
by price reductions in the Paramus area in 1950. As T have demon- 
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strated, they initiated the price reductions that threw the gasoline 
business there into a price-war condition. 

I am reluctant to conclude without being able to offer this committee 
some sound, practical suggestions that might lead to a solution of the 
New Jersey troubles. Naturally we have thought about this prob 
lem almost every working day during the last 5 years. We have ex 
jlored many ideas that have been proposed. 

The trouble is that all the proposals that have come to our at 
tention are either impractical or fall under the shadow of the anti 
trust laws. Adherence to fair and just business practices, efforts 
to become as efficient in our operations as possible and meeting com 
petition where we find it in the interest of the consumer are the only 
courses of action that appear sound to me for the long run. 

Senator Humpmrey. Why don’t we get down to the questions? 

Mr. Wrigut. I would like now to say, in the first place, I realize 
that we are a relatively small company in the aalierene and I don’t 
like to sit here and lecture my good friends who have been very suc 
cessful and have made a lot of greater contributions to the oil indus 
try than we have. We would, however, like—and I think this is in 
line with your 

Senator Humpurery. May I just say that you are the 36th largest 
concern in the country. You are not exactly small business, accord- 
ing to Fortune. 

Mr. Wrigur. I trust that I may always walk as a humble man. 

Senator Humpnrey. That humility is bec ne sir. 

Mr. Wricut. I would just like to outline the things that we as a 
company have found over the years we have been in business are 
desirable things to eliminate from an operation such as ours. 

Senator Humpurey. Thank you. Please do. 

Mr. Wrieur. First, eliminate dual distribution. That has been 
discussed. There are certain, we believe, malpractices that walk in 
when you have dual distribution. 

Senator Humpurey. Do you think that leads to some price com 
petition that may be unsavory ¢ 

Mr. Wrigur. It might, sir. 

Second, charge proper station rentals based upon station potential. 
And I say that. re ealizing that some companies have throughputs 
greatly in excess of others, and those people can charge more for 
their stations, but it should be based upon station potential. 

Third, offer the same tankwagon price to dealers within any well- 
defined competitive area. 

Fourth, stop making concessions off tankwagon prices to obtain new 
accounts. 

Senator Humpurey. Now, what kind of concessions do you mean 
there, Mr. Wright? 

Mr. Wricur. I mean, just give a plain cut off the tankwagon price. 

Senator Huspurny. Does that happen ¢ 

Mr. Wrieur. That “happens. I understand that it has happened 
and that it continues to happen. I get this information from the field 
as hearsay evidence. I think the best way to find out if it is a prac- 
tice is to ask. 

Senator Humpnrey. We have been asking, but I haven't gotten any 
responses to it. Have you lost any customers as a company because 
of this practice ¢ 





382 GASOLINE PRICE WAR IN NEW JERSEY 


Mr. Wricur. Yes. 

Senator Humpnrey. To whom ? 

Mr. Wricur. I can furnish you that information. Right now I 
don’t have it available here. 

Senator Humrnrey. We would appreciate it if you would.’ But 
you have actually lost customers where there has been a concession 
on tankwagon price 

Mr. Wricur. Yes, sir. 

Senator Humpnrey. (continuing). Over and above what is known 
as a voluntary allowance ? 

Mr. Wrigur. The voluntary allowance in this case does not enter 
into it, because this is a plain cut under the tankwagon price to get 
that account away from us. Generally, it is justified Dy the company 
saying that some other company had offered it and would get the 
account if they did not give it. 

Mr. Opvom. That is a decrease in your competitor’s tankwagon 
price as to that particular dealer, and not in the nature of a volun- 
tary allowance as against the opposing dealer's ¢ 

Mr. Wricur. That is right. 

Fifth, clean up present concessions under the tankwagon as soon 
as contracts will permit. 

Sixth, if operating through distributors or jobbers handling your 
branded products, assume the responsibility for seeing that they 
adhere to the above policy. 

Seventh, if anybody cuts the retail market, reduce tankwagon to 
enable your dealers to reduce retail prices quickly, and in a sizable 
area, so that the price-cutter gains no gallonage advantage. 

Mr. Ovo. Now, sir, when you say, reduce tankwagon | prices in this 
particular instance, you mean by reducing the tankwagon price to 
that dealer, not in the nature of a voluntary ‘allowance; is that correct ! 

Mr. Wricur. I don’t care; and I am not specifying here how you 
do it. The net result is the same whether it is a voluntary allowance 
or a commission-consignment agreement. Either one reduces his 
net tankwagon price, so that he can meet competition. 

Kighth, carefully considered the effects of selling house-brand- 
quality gasoline to anyone at a price that will enable him to undercut 
our own or other dealers. 

Senator Humprnrey. What do you mean, specifically, there? 

Mr. Wrigur. Gasoline of the same quality as our own gasoline, our 
housebrand. I think you should carefully consider selling that in an 
area or to any chain or company at a price that will enable them to 
undercut our own dealer. 

Senator Humpnrey. Now, is that being done by any company; is 
there any company that would sell its gasoline at a price less than 
posted tankwagon price so that they would compete with their own 
dealers ¢ 

Mr. Wricut. Inasmuch as these thing which I acquire are only 
information that comes from the field, the only way you can find out 
is by asking people. 

Senator Humpnrey. I have asked them, but I don’t get any answers. 

Mr. Wricut. I am not implying that any of my competitors are 


8’The committe was subsequently notified that ‘‘company records in support of the 
statement * * * have not been preserved and the information is not available.’ 
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evading the facts. And, if they say they are not, then my eighth 
i y Sa} 

Senator Humpurey. You are a very experienced man in marketing. 
low long have you been in marketing for the Sun Oil Co. / 

Mr. Wrieur. Since 1922, with 2 years out for the last war. 

Senator Humpnrey. You are a very experienced man, sir. Now, 
being in charge of this marketing operation for a great company 
ince you are a very fine company—you would have to know the deal 
pretty well, I mean the competitive conditions / 

Mr. W RIG Ht. Yes, but I don’t know the intimate details of how 
other companies operate their businesses, and I would not be in a 
position to say that the John Doe Co. was indulging in such practices. 

Senator Humpnurey. Is this suggestion of yours just one of theory, 
then, or is it based upon what you think is reasonable evidence to 
indicate that the practice prev: ails? 

Mr. Wricur. It is what I have heard from the field, without any 
ibility to substantiate it. 

Senator Humpnrey. Who tells you this from the field? 

Mr. Wrieur. My field people. 

Senator Humenrey. Do you have reliance on your field people 

Mr. Wricut. Yes. 

Senator Humpnrey. Do you think they tell you the truth / 

Mr. Wricur. I think so. 

Senator Humpurey. Have you asked these field people to document 
their allegations / 

Mr. Wrieut. I have not. 

Senator Humpnrey. Well, this seems to be one of the dangerous 
tendencies in this competition, that if field people can come in with 
documented pretensions, it can lead to further and further trouble, 
can’t it? 

Mr. Wricut. No, because information of that kind could not cause 
us to take any action. 

Senator Humrnurey. Well, I believe it was the gentleman who spoke 
before you who said one of the problems of this industry was that a 
was an industry that was being run by the grapevine, regrettably, in 
these price wars. 

Mr. Wricut. On any move, Senator, that we make, I can assure 
you, it is not by the grapevine. We have our information at the retail 
level very carefully documented. And when we move, it is because the 
information we have indicates that people are cutting the prices in a 
certain area, our dealers are being hurt, which is the yardstick we use 
to come to the defense of those dealers. 

Senator Humrurey. It appears to me that this is like trying to treat 
1 disease by treating the sick patient rather than the cause of the in- 
fection. Let me say it this way. You know what is going on at the 
retail level, but you are not a retailer, you are basically a _ _ r, a 
wholesaler. Now, why is it that all of the suppliers seem to know 
what is going on at the retail level, but don’t know what is going on 
particularly among the suppliers ? 

Mr. Wricut. Because channels of communication between suppliers 
ire very restricted. 

Senator Humpnurey. Well, the formal channels are. But, now, you 
are in the business of competing, and you just can’t compete out here 
by your knowledge of what is going on out bere at Englewood or at 
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Trenton or some place else. It seems to me that in the marketing 
operations, since you are in charge of marketing, one of the areas that 
you would be keenly interested in is the practices of the suppliers. Or 
are you going to let your business be run by what the retailers say! 

Mr. Wricutr. No; I would no more tiink of going to one of the 
suppliers and asking him—— 

Senator Humpurey. Oh, no. 

Mr. Wrieur. If he was selling John J 0e, and what was the quality 
of the gasoline, and the price at which he sold it than I would of trying 
to fly from here to Boston. 

Senator Humpurey. May I say, I would no more think of going to 
my opponent in an election and asking him what he was doing than 
what you said. But, I find out what he is doing, or I don’t win the 
election. Iam not only interested in what the voter is thinking about 
what he is doing, but it is my job to have enough intelligence to find 
out what my opponent is going to do. And, if you are up on your 
toes, you know what he is going to do so that you can move. I think 
the suppliers are as smart operators as the politicians. I find diffi- 
culty in believing that the suppliers do not know what the other sup- 
pliers are doing. 

Mr. Wrienr. May I now offer something—which was your last 
request—what I feel might be a possible solution ? 

Senator Humpurey. Before you do that, I want to caution you on 
ene point: That, insofar as the suppliers are concerned in meeting 
competition, you are not supposed to be juggling your price on the 
basis of the retail outlet, you are supposed to be competing with 
people at the same level, if you know what I mean, among the sup- 
pliers, under the law. 

That is meeting competition, because competition to you is not the 
outlet, competition to you, sir, is the supplier. And I am somewhat 
disturbed by the testimony that we get, that every time we find out 
where a tankwagon adjustment is made, it is because some retailer 
out here is doing something, which is an essential violation of the 
jaw, the basic antitrust law and the Robinson-Patman Act—primarily 
the Robinson-Patman Act. 

I think the situation ought to be, at least—and it may be good 
advice here from the committee—when you start out to compete, you 
are supposed to be competing with the competitor. And the com- 
petitor is not the dealer on the end of the line. Your competitor is 
Gulf or Atlantic or Esso or somebody else. That is why I can’t 
understand why the supplier seems to have such little information 
about his competitor, and yet he is competing with them. 

That may not be a very precise statement, but I think it makes a 
lot of sense. If you are going to be competing with a competitor, 
you ought to know something about what the competitor is doing. 

Mr. Wricut. Whenever the competitor posts the price at his service 
station, then we know that posted price. 

Senator Humrnrey. But you have just testified here a few mo- 
ments ago that that posted price didn’t mean what it said, that there 
were a lot of other concessions made. 

Mr. Wricut. I say there are concessions under the posted price. 
I didn’t say that we use those concessions under the posted price to 
justify any action on our part. 
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Senator Humpnurry. Well, there have been witnesses here—not 
you, sir; you haven’t said this—but there have been other witnesses 
who have testified that they have had to meet other concessions too. 

Mr. Wricut. We have no concessions under the tankwagon price in 
our entire marketing area. 

Senator Humpnurey. Except the commission system / 

Mr. Wricut. That is not a concession under the tankwagon price. 

Senator Humpurey. Well, it is a concession, may I say, in com- 
petition with an independent dealer, when you have a commission you 
ire guaranteed a certain price, and you take the risk. 

Mr. Wrieut. That is right. 

Senator Humpnurey. And the dealer at the end of the line who 
doesn’t have that concession of the commission, doesn’t think that 
he has to take the risk. 

Mr. Wricut. We try to make areas so large that we take in all of 
the dealers who are in a competitive area. We do that on our com- 
mission consignment. We also do it on our voluntary allowance. 

Mr. JeHLEe. You sometimes have lessee dealers on a commission-con- 
signment basis; is that correct 

Mr. Wricut. That is correct. 

Mr. Jente. What do you do for your contract dealers? 

Mr. Wricut. The same thing. 

Mr. JeEHLE. Do you put them on a consignment basis ? 

Mr. Wricut. We make the lessee dealers and the dealers on an agree- 
ment—of course, they are all on a dealer agreement—I think what 
we should make clear is that there is no difference in the form of prod- 
uct contract which we have between a lessee dealer and another dealer. 
It is only the question that one leases the property from us, the other 
leases or owns the property, leasing it from another person. So our 
product quantity in both cases is exactly the same. 

Mr. Opom. You don’t use a temporary competitive allowance, a 
voluntary allowance at all; is that your testimony ? 

Mr. Wricut. We don’t use a temporary voluntary allowance? Yes, 
sir, we have used temporary voluntary allowances, but we don’t use 
the temporary voluntary allowance in the same area where we are using 
a commission-consignment arrangement. We evaluate the situation to 
the best of our ability and to the facts that we can determine in the 
field, to determine whether we are going to reduce the tankwagon 
price, we are going to put in a voluntary allowance or a commission- 
consignment agreement. 

Mr. JenLte. When you put a dealer on a commission basis as your 
agent for the gasoline, do you, as principal, assume responsibility 
for all torts arising within the scope of that agency ? 

Mr. Wrieut. If you will describe to me what torts are—I have a 
son-in-law who is a lawyer and he spent a lot of time one day when I 
was down there on reading about them, but I don’t know what torts are. 

Mr. Jente. Do you assume the responsibilities that a principal gen- 
erally assumes in respect to his agent ? 

Mr. Wricut. When he is handling gasoline, I would say we do. 

Mr. Jeni. Does your contract provide that Sun Oil Co. assumes 
those responsibilities ? 

Mr. Wricnr. I can’t answer that. I think you have the contract, 
hut I can’t answer that. 
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Mr. Ovom. Mr. Wright, I think the point that Senator Humpher) 
was making a little while ago was that we have had some testimony 
here to the effect that the tankw agon price, was not realistic because 
it doesn’t represent what the gasoline costs. Does it represent the 
actual price of that gasoline to the dealer 2 

Now, in those areas today where you use voluntary allowances, your 
tankwagon price actually, then, does not represent the cost of ‘that 
gasoline to your dealer. Isthata fair statement ? 

Mr. Wricut. Where we use voluntary allowances, our tankwagon 
price, less the voluntary allowance, represents the price to our de: iler. 

Mr. Opom. Yes, sir. But that is not the tankwagon price, is that 
correct ¢ 

Mr. Wricur. It is a concession under the tankwagon price. But 
it is the net cost of that gasoline delivered to the dealer. 

Mr. Opom. Yes, sir. 

Senator Humpnrey. I want you to proceed. IT want to say, Mr. 
Wright, very frankly to you and to other witnesses, when we talk 
about meeting conditions of competition as a supplier in your area 
meeting conditions of competition with other suppliers, it seems to 
me if anybody would examine the testimony taken thus far in mos! 
instances, not in all but in most instances, the attempt to meet. com 
petition has not been motivated so much by what suppliers are doing 
as what dealers are doing, and that is why I was trying to get at 
the point of the know ledge of a competitor. And I have a most difli- 
cult time believing that fine, established, well-organized economic in- 
stitutions such as the companies represented here are unaware and 
oblivious of the competitive practices of their competitive suppliers. 

Mr. Wrieur. Sir, you addressed your remarks about somthing 
where I was talking about quantity sales of gasoline. 

Senator Humenurey. Right. 

Mr. Wricur. Something we do not do. 

Senator Humpurey. Something you have done? 

Mr. Wrigut. Something we have not done. 

Senator Humpnurey. Ever done? 

Mr. Wricut. To the best of my knowledge, and I can only speak, 
sir, since I have been in this position, something we have never done. 
Our surplus gasoline, if we have any, moves generally to the Armed 
Forces or to the Government agencies. I will say all moves, because 
I know of no sale that I can remember that has been made other 
than that. You addressed your remarks to me. I am talking about 
primarily large volume sales. 

Senator Humpurey. I understand. 

Mr. Wricut. And into an area, because of our lack of interest, we 
have somewhat of a lack of information. 

Senator Humpurey. You see you did know, I believe it was you, 
sir—I will look back at your testimony—you knew who was the sup- 
plier, for example—I want to be sure that I am right with you—the 
supplier for Rein Motors; did you not ? 

Mr. Wricur. Yes, sir; I did at that time. 

Senator Humpurey. And you knew who was the supplier for Save- 
way. 


Mr. Wrieur. I do not think I stated who was the supplier fo: 
Saveway. 
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Senator Humpurey. Let us see what was the other one that vou re 
‘red to, Rein Motors, you knew who the supplier was. 
Mr. Wricur. Only the Rein Motors, that I happer 
matter of factual information. 
Senator Humpurey. It is just an opinion that you might know who 
some of the supphers were for the cut-rate stations. 
Mr. Wricnr. 1 do not know at this time who their suppliers are. 
Senator Humpurey. Thank you. I do not think these cut-rate sta 
tions get any gas. Nobody knows who their suppliers are. What 
they selling ¢ 
Mr. Wrieut. I understand here we 
we know as facts. 
Senator Humpurey. That is correct. 
Mr. Wrieur. I have never talked to Houston Oil. I have neve 
talked to Merit. Any mformation I would get would be by the so 
called grapevine referred to before and might not be correct. 1 would 
just like in closing to give you three possible suggestions 
First, would be continue as at present with dealers establishing the 
tail price and companies coming to their assistance with changes in 
the tankwagon price by either a tankwagon reduction, special al 
nce or commission- consignme nt 
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agreement, as the need is indicated, 
hoping the dealers will strive in all legal ways to work for a market 
at a margin which can be retained and still 
operation at a profit. 

Second, start operating a number of stations to try and reproduce 
the Ohio pattern. 

Third, sign dealers on an economic consignment throughout 
to relieve dealers of any worry about the retail-pricing problem, and 
so guarantee each dealer a margin or sliding-scale margin on gasoline 
sold, also removing from him any worry about price fluctuations on 
the gasoline in his tank. This would enable the dealer, assured of a 
” ‘inite margin on his gasoline, to concentrate on improving his serv 

‘and sales effort on produce ts other than gasoline. 

" Senge Humrurey. Those are some practical suggestions that we 
are very grateful to you for. You have given us a series here of what 
you think are abuses, which are preci 
Any questions 

We are going to let you go. I am sorry I kept you 4 minutes more. 

Mr. Wricur. Right. Well, I will make it. 

Senator Humpur : y. Goodbye, and thank you very much. 

Mr. Wricur. We have Blue Sunoco in our plane. 

Senator Humpurey. You will make it then. 

Mr. Bartlett, of the Texas Oil Co. Proceed, Mr. Bartlett. 

First of all, let me thank you for coming before the committee, and 
express our appreciation for your cooperation. 


assume their efficient 


Jersey 


se, and a number of suggestions. 


STATEMENT OF S. C. BARTLETT, VICE PRESIDENT, THE TEXAS C0., 
NEW YORK, N. Y. 


Mr. Bartierr. My name is S. C. Bartlett. I am vice president in 
‘harge of the domestic sales department of the Texas Co. I appreci- 
ate this invitation to appear before your committee and discuss with 
you some of the aspects of the New Jersey gasoline price situation. 

Asa substantial marketer of gasoline and on petroleum products 
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in New Jersey, my company has long been concerned about the un- 
stable price conditions that exist there. 

With your permission, I would like to devote my appearance here 
to, first, a summary of some geographic and economic factors in New 
Jersey which we believe have had an effect on its unsettled gasoline 
price conditions; second, an outline of the Texas Co.’s marketing 
organization in New Jersey; third, a brief discussion of our marketing 
practices; and, in conclusion, offer some suggestions for more stable 
marketing in the State. After that, I will gladly try to answer any 
questions you might have. 

Marketing problems in today’s complex economy are often perplex- 
ing at best, and in New Jersey several factors peculiar to this area 
have made these problems even more difficult. Among these are the 
following: 

Although 45th in size, New Jersey ranks 8th in population and has 
a greater density of population than any State except Rhode Island. 

Sixty-three percent of the State’s population is concentrated in the 
six northern and northeastern counties—where price wars are most 
frequent. New Jersey is surrounded by heavily populated cities of 
other States—New York, Pennsylvania, Connecticut, Maryland, and 
the District of Columbia—and its highways carry heavy motor traffic 
between these cities. In fact, in earlier hearings before this com- 
mittee, New Jersey has been called the Corridor State. 

The State ranks seventh nationally in automobile registrations, 
with 1 car for every 3.19 persons. 

Considering such a densely populated, highly industrialized, com- 
pact, and heavily traveled area, it is readily seen that a price dis- 
turbance—such as a rediiction in gasoline prices—will tend to spread 
rapidly. 

There are some other special conditions relating to the price situ- 
ation in New Jersey which I plan to discuss later. 

I would now like to describe to you briefly how our sales organiza- 
tion operates in New Jersey. The Texas Co. has been marketing 
petroleum products in that State for over 40 years. Texaco gasoline 
is refined in New Jersey at our Eagle Point Works at Westville, near 
Camden, where over 700 people are employed. We also have a large 
deepwater terminal at Bayonne with 283 employees. 

Our New Jersey marketing organization consists of a State man- 
ager, 4 zone managers, 22 salesmen, 2 real estate agents, and 1 dealer 
service representative. In addition, there are 12 employees in our 
industrial sales division in New Jersey. 

Distribution of our products to retail outlets is carried on by three 
bulk plants operated by the Texas Co. at Linden, Little Ferry, and 
Westville, employing about 125 persons; 6 distributors at Wildwood, 
Bridgeton, Flemington, Hackettstown, Passaic, and Penns Neck; and 
1 consignee at Newton. 

In a compact State like New Jersey, it is easy and economical to dis- 
tribute from a minimum number of plants, and we have found these 
to be entirely sufficient for our present needs. Our six distributors 
buy product from us on contract and resell it at tankwagon prices 
which they establish in accordance with local competitive conditions. 
Our consignee at Newton handles products for us on a consignment 
basis and delivers to resale outlets at competitive wholesale tank- 
wagon prices which we establish for our consigned stock. 
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As of October 31, there were more than 1,000 retail dealers in New 
Jersey selling Texaco products. All of our gasoline sold at retail 
moves through senate outlets, and none of it is sold through un- 
branded or local brand outlets. 

One of the fi actors which has been suggested as contr! ibuting to the 
continuing price wars in New Jersey is that there has bec ‘man over 
building of service stations in the State. We do not believe that this 

true as far as the Texas Co. is concerned. 

"The rate at which we have secured new company-owned or third- 
xurty leased outlets has declined considerably since 1950. The num- 
er acquired during the last 3 years is slightly more than one-third 
of those acquired during the previous 3-year period, and increases 
the total number of these outlets by an average of less than 3 percent 
per year. This rate of increase is substanti: ally less than the rate of 
increase in passenger car registrations in the State for the same period. 

W ith this background I would like to describe to you certain of our 

arketing practices in New Jersey as they apply _ retail de = Ts, 

The Texas Co. is primarily a gasoline supplier for retail « ealers. 
No company could be more interested or concerned with thie succe 
and welfare of dealers handling Texaco branded gasoline, because 
our success in New Jersey depends entirely on the success of these 
dealers. In view of this, we undertake to aid and counsel dealers in 
what we believe to be sound marketing and merchandising practices. 
These inelude all phases of service-station operation, such as cleanli- 

ess, adequate stocks, proper displays, hours of operation, manpower, 
and the necessity for being competitive in all activities. 

I would like to call attention for the record that there was one sen- 
tence omitted from the mimeographed copy which I would like to 
add: “It is our policy never to dictate or force our views upon them.’ 

It might be of interest to your committee to know that as of Jan- 
ary 1, 1955 5, 322 or 45 percent of the Texaco dealers served directly 
b ivy us in New Jersey have been affiliated with our company for 10 years 
or more. 

As it is necessary for dealers to be competitive, so also must we 

uintain competitive tankwagon prices. 

As of January 1, 1955, our t tankwagon price in New Jersey for house- 

‘and gasoline was 14. 9 cents per gallon, excluding State and Federal 
tax, During the year, it was necessary from time to time to reduce 
this price temporarily in order to meet competitive conditions. It is 
notable that at this time, our tankwagon price of 14.5 cents per gallon 
< lower than it was at the beginning of the year. 

Dadian this same period, to meet competition we have also tem- 
porarily extended general voluntary allowances off the tankwagon 
price throughout the State on several occasions, and have made indi- 
vidual allowances under our Chicago plan, which I will discuss later. 

In order that the affected dealers will know about our tankw agon 
p rice changes as quickly as possible, we make an effort to notify them 

by telephone. Because a qe aler may suffer considerable inventory 


loss In a declining market, we customarily allow one delivery at the 
old price after a price increase. 
Senator Humeurey. I want to mention, sir, on that price, that this 
a matter that has been brought to our attention by some dealers on 
ihe reverse side, where the notice was not soon enough, and where 
66238—56—pt. 3—13 














390 GASOLINE PRICE WAR IN NEW JERSEY 





tanks had been filled, and where the retailer had suffered, at least in 
his terms, some economic loss. 

I think your practice here of quick notification, insofar as you are 
able to contact people, plus the saving practice of one more delivery 
at the old price in an increasing price market, is very commendable. 

Mr. Bartietrr. That is the only way we know to more or-less offset 
the losses we know he takes when the price goes down. 

Another of our marketing practices which I would like to mention 
is our rental plan for lessee dealers. This is a combination flat and 

allonage rental, which we feel is the fair method. Rentals paid by 
essee dealers are not tied to the price of gasoline. Rentals so charged 
are not waived in the interest of providing an additional margin on 
gasoline. : 

This is not to imply that we never find it necessary to adjust rentals, 
but, rather, to emphasize that they are not adjusted for the purpose of 
price assistance. Reasons for rental adjustment may include change 
in the traffic pattern or neighborhood of the area in which the service 
station is located, temporary unfavorable conditions caused by high- 
way construction, and many other reasons not connected with price. 

In many cases the rent we collect from dealers is less than the rent 
we pay to the owners of the property. This can be due to the inability 
of the dealer or the location to produce a suflicient volume, as well as 
to many other reasons similar to those I have just mentioned. 

We believe we are following a policy that is eminently fair to all 
dealers. Since we do not own or lease all Texaco retail outlets, we feel 
that it would be unfair to grant relief to just those dealers who lease 
their stations from us. 

Senator Humpnurey. As I understand your regular plan, then, you 
have a base rate—— 

Mr. Bartuett. Yes, sir. 

Senator Humpnurey. On each facility like a posted rent. But that 
would be ata minimum. That would be your minimum rent? 

Mr. Bartierr. That is right. 

Senator Humpnrey. Aad then on gallonage, depending on the vol- 
ume of business in that situation, you adjust the rent? 

Mr. Bartuetr. Yes. The total amount of the rent would build up as 
he did more business. 

Senator Humpurey. It would build up? 

Mr. Bartuett. Yes, sir. 

Senator Humpnrey. And your allowances on rents are made, as you 
pointed out, where, for example, there was a street construction job 


going on or a highway job or some serious economic impact on the 
individual ? 


Mr. Bartiett. That is right. 

Senator Humpurey. You would individually, station by station, 
make rent adjustments? 

Mr. Barrett. That is right. It is a basic part of our policy that 
we will not waive rentals as a means of price assistance. 

We know, however, that to be successful, a Texaco dealer must be 
competitive in price as well as in service. Should he fail to meet the 
prices of competitive dealers his gallonage and, therefore, his oppor- 
tunity to do business profitably, will suffer. On the other hand, should 
the circumstances peculiar to his individual competitive problem re- 
quire him to meet competition of lower prices with no change in the 





in 


d 


'y 
<d 


of 


> 


h- 


nt 


1] 
el 
se 


ou 


at 


yl- 


ou 
ob 
he 


ste 


Dey be Sct cabinet 


aA 


A 5 AR 8. + as 


9: anlabpts 


cane Seed Neat tie NR lolli RP 


GASOLINE PRICE WAR IN NEW JERSEY 39] 


price he must pays his margin will suffer. When a dealer finds him- 
self faced with the competition of lower retail prices, he naturally 
turns to us for advice and assistance. In such circumstances we fee! 
that it is not improper for us to consult with him, investigate the cir- 
cumstances of his individual problem, and, in good faith, to give him 
assistance to meet such competition. We have developed a plan for 
this purpose which, within the company, is known as the Chicago plan, 
because it was first used there. 

This plan is a method of extending price assistance to an individual 
dealer to assist him in meeting price competition with which he is 
faced, to aid him in maintaining volume, and to help him, as an inde- 
pendent businessman, stay in business and protect his investment. At 
the same time, because of its application to dealers on an individual 
basis, the plan tends to help localize the price disturbance. We feel 
this result is preferable to that which follows the extension of general 
allowances, which practice ordinarily causes the spreading of price 
wars over a wide area, adversely affecting many dealers who might 
not otherwise be involved. 

In our handling of the Chicago plan, it is our policy : 

1. Not to grant assistance without first having received a re- 
quest from the dealer ; 

2. Not to insist that the dealer meet competitive prices; 

3. Not to specify to the dealer the particular retail prices at 
which he should sell; and 

4. Not to make our allowance or the amount, or continuance of 
our allowance, contingent upon the dealer’s agreement to adhere 
to certain prices or upon his meeting competitive prices. The 
initiative to meet or to continue to meet competitive prices is 
always at the sole discretion of the dealer. 

Within these clear limitations, we feel that it is entirely proper for 
us to encourage the dealer to be competitive and to review with him 
the competition which most affects him. We believe, too, that is en- 
tirely proper in our internal consideration and handling to compute 
our allowance with some relation to the retail price which our investi- 
gation tells us is the real competition of the dealer. Thus, a change 
in the competitive price, or the price at which the dealer sells, may 
justify to us an increase, decrease, or elimination of the allowance. 

I want to emphasize that the Chicago plan is only used defensively. 
It was established solely to protect the economic welfare of a dealer 
faced with a serious competitive condition. 

I would like now to discuss several special factors relating to the 
New Jersey price problem before offering suggestions with respect 
to a solution of that problem. 

The frequent price wars in New Jersey have been costly to both the 
dealer and supplier. Our own losses in revenue have been substantial. 
Price disturbances occur : 

1. When dealers buy gasoline at a lower price than others and 
use this price advantage to undersell competitors. 

2. When dealers try to obtain a greater share of the market by 
being willing to make less profit per gallon and in so doing under- 
sell competition. 

In either case, the increased volume gained by the price-cutting 
dealers must come at the expense of other dealers who, in order to 
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survive, eventually find it necessary to meet this competition. This 
downward cycle may, as it has in New Jersey, occur several times. 

Because of New Jersey’s density of population, heavy traffic, its 
position as a “corridor State” exposed to nearly 20 percent of the na- 
tional population, a local gasoline disturbance usually spreads rapidly. 
Such disturbances have even influenced prices in Pennsylvania, and 
occasionally similar conditions in Pennsylvania have influenced prices 
in New Jersey. This pattern has not applied to the New York-New 
Jersey border because of normal traffic barriers, such as expensive toll- 
rate tunnels and bridges into New York City. Entering Rockland 
County, N. Y., from northern New Jersey, the area pattern changes 
from urban to rural and most dealers there have chosen to continue 
higher margins, sometimes at the sacrifice of volume. 

In addition to the basic causes of price wars, which might apply to 
any area, there have been a series of other contributing factors peculiar 
to New Jersey: 

A new gasoline marketer entered the area shortly after World 
War II and aggressively sought to quickly acquire a substantial share 
of the market. This is, however, only an example of the American 
competitive system at work. 

2. Early in 1950, new type multipump super service stations were 
introduced in New Jersey. This brought the development of strate- 
gically located, large volume, low price, local brand stations to several 
sections of the State. 

3. The restricted sale of gasoline by a few stations to a captive mar- 
ket on the New Jersey Turnpike has cut heavily into the volume of a 
number of other dealers. This thoroughfare is the heaviest traveled 
in the country, on which about 18 million gallons of gasoline are sold 

each year. The 10 service stations on this turnpike handle a volume 
equal to approximately 100 average-volume conventional service sta- 
tions. At a gross profit of 5 cents per gallon, the profit on this busi- 
ness would amount to almost $1 million a year, which might other- 
wise have gone as gross profit to dealers in New Jersey, ‘especially 
those on roads parallel to the turnpike. 

These special conditions have ay among the important factors 
responsible for the continuance of the unstable market conditions in 
New Jersey, and make considerably more difficult a quick or easy 
solution of New Jersey’s price problems. 

We recognize the fact that New Jersey is a particularly competitive 
gasoline marketing State. Dealers must, therefore, seek to greatly 
improve their business methods, and their suppliers must help them. 
We are developing our sales plans and our sales organization accord- 
ingly. 

Some of the measures and suggestions I would like to mention are 
not new. Some have been tried successfully in other areas. Most of 
them embody simply the practice of sound business methods in a 
highly competitive market. 

If there is any single suggestion I can make that will be helpful. 
it is that the supplying companies greatly intensify and give new 
direction to supporting dealers in their efforts to become better busi- 
nessmen, so none will be simply sellers of gasoline on a low-price basis. 

My company is intensifying its efforts to do this in New Jersey. 
Here are some of the steps we are taking: 
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i. We are working even closer with dealers to assist them in every 
proper way to improve their selling ability, particularly of related 
good profit items. 

2. We are strongly urging dealers to follow better selling and ser) 
ice practices, not only designed to increase prolits from all avenues 
but also to improve operating efficiency, to reduce loss through short 
ages and improper extension of credit. 

3. We are increasing our assistance to dealers in the acquiring and 
better training of employees; also utilizing to a greater degree than 
ever before the many aids, training services, and promotions available 
to them. 

This upgrading process in dealer manpower and practices will 
ultimately, we believe, result in less reliance on price-cutting to main 
tain volume, with more emphasis on constructive service and selling. 

Even though the sale of gasoline to unbranded retailers affords the 
supplier a quick sale of large volume, we intend to continue our es- 
tablished policy of declining such sales so as not to create the result- 
ing low-price competition for Texaco dealers. 

We also expect to continue to exercise restraint in creating new 
outlets in New Jersey. 

My company does not believe price-fixing legislation offers a rem- 
edy. It places the normal free competitive economy in an unwork- 
able, unnatural straitjacket, and it only serves to create new sets of 
problems. 

Again, I want to thank you for inviting me to be here today. If 
you have any questions, I will be pleased to try to answer them. 

Senator Humpurey. Mr. Odom, do you have any questions ¢ 

Mr. Opom. Just one or two. 

Mr. Bartlett, you mentioned the Chicago-plan type of operation 
in your statement. 

Mr. Bartietr. Yes, sir. 

Mr. Opom. And you pointed out that you do not insist—that is, it is 
your policy not to insist—that a dealer meet competitive prices, nor 
to specify to the dealer the particular retail price at which he should 
sell. Now, you contact the dealers about your Chicago plan through 
your salesman; is that correct? 

Mr. Bartiert. That is right. 

Mr. Ovom. Do you have a letter of instructions to your salesmen, 
so that it is made clear to them. 

Mr. Bartiert. Yes. 

Mr. Opom. And they are not authorized under any circumstances to 
discuss retail prices with the dealer? 

Mr. Barrietr. You mean 

Mr. Opvom. In connection with the Chicago plan. 

Mr. Bartietr. We havea letter of instructions very clearly. 

Mr. Opom. Are they authorized to discuss retail prices in con- 
nection with the Chicago plan with the dealers? 

Mr. Bartrietr. Well, as we say here, our dealers often come to us 
for guidance and assistance in the matter of gasoline prices, and those 
conversations normally develop, I am sure, in their everyday rela- 
tionship with our dealers. They come to us for advice and for coun- 
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Mr. Opom. But it is. specifically known -by. your. dealers that they 
would be entitled to this voluntary allowance under the Chicago plan 





394 GASOLINE PRICE WAR IN NEW JERSEY 


if they were in a particular area where some other dealer was given it, 
whether they reduced their price or not; is that correct ? 

Mr. Bartietr. You had better state that again. 

Mr. Opom. Is it generally known by your dealers, if they are in 
any trade area where another one of your dealers was given a volun- 
tary allowance under the Chicago plan, that those dealers would also 
be entitled to similar allowances, whether they reduced their retail 
price or not? 

Mr. Bartierr. I would certainly think that is a safe assumption; 
yes, sir. 

Mr. Opvom. That is the policy of the company ? 

Mr. Bartiert. Yes, sir. 

Mr. Opom. Thank you. 

Senator Humeurey. Mr. Jehle? 

Mr. Jenue. Mr. Bartlett, the committee has followed with great 
interest the case of Enterprise v. Texas Oil Vo., and we do not want 
to get into the merits of the legal issues involved in that case.® 

However, it can be pointed out that one of the issues involved was 
that of good-faith pricing in cases of secondary competition. That 
was one of the issues involved in that case. 

Now, the committee is also aware of the fact that for many months 
now the Federal Trade Commission has been sending out letters to 
dealers and to others, perhaps, dealing with situations such as were 
involved in that Enterprise case. In those letters, the Federal Trade 
Commission has said: 

No corrective action has been taken in such cases by the Commission because 
of the probable defense available to the sellers under section 2 (b) of the Clayton 
Act, aS amended by the Robinson-Patman Act. This section provides in sub- 
stance that a seller may defend himself against the charge of unlawful dis- 


crimination in price by showing that his lower price was granted in good faith 
for the purpose of meeting the equally low price of a competitor. 


The letter from which I am reading was sent out on November 16, 
1954. 

The question that we would like to ask is, did your company in its 
brief or in its argument during the trial of your Enterprise case, ever 
refer to a letter such as this by the Federal Trade Commission ? 

— Barrierr. I can’t tell you, sir; I am not familiar with that at 
all. 

Mr. Jeux. I see Mr. Steed in the back of the room, your trial coun- 
sel. Do you mind if he answers a question ? 

Senator Humpnrey. Please come forward and give your name and 
address for the reporter. 


STATEMENT OF AMZY B. STEED, COUNSEL FOR THE TEXAS OIL C0., 
NEW YORK, N. Y. 


Mr. Sreep. My name is Amzy—A-m-z-y—B. Steed. I am an at- 
torney for The Texas Oil Co., 135 East 42d Street, New York. Shall 
I answer the question, Mr. J ehle? 

Mr. JEHLE. Please. 

Mr. Steep. During the course of the Enterprise trial, in which I 
participated, in our company’s reply brief we alluded to the fact that 


* See appendix VIII, p. 601, for text of decision in the case of Enterprise Industries, Inc., 
v. Tewas Oil Co. 
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the Federal Trade Commission had written or indicated such an 
administrative interpretation in that brief, and referred to a letter. 

Mr. Jente. Did you also refer to it during the arguments in the 
course of the trial? 

Mr. Streep. There were no arguments; only in the brief. 

Mr. JeHte. I see. We would like to have introduced into the rec- 
ord the reference made in your brief to this FTC letter. 

Mr. Steep. I would be happy to do that. 

Senator Humpurey. The committee would like you to make that 
available, at your convenience.” 

Mr. Flynn? 

Mr. Fiynn. I would like to ask a question to clarify this: On page 3 
of your statement, you mention: 

The rate at which we have secured new company-owned or third-party leased 
outlets has declined since 1950. 

Mr. Bartuettr. Yes, sir. 

Mr. Fiynn. And then you mention that the rate of increase has 
averaged less than 3 percent per year. Just to have the record straight, 
in the material you gave us you stated that you had 337 lessee outlets 
as of January 1952, and 428 in October of 1954. 

If my arithmetic is correct, that averaged out at a 27 percent in- 
crease in less than 3 years. 

Mr. Bartiett. I think that you will find my reference here was to 
the stepdown that has occurred in the number of stations built during 
the last 3 years. 

Mr. Fiynn. It seems to me that this is a rather large increase, al- 
most a hundred stations in less than 3 years, unless the material that 
you supplied us with is incorrect. 

Mr. Bartietr. Would you mind repeating the number? Iam trying 
to check it with my copy of the questionnaire. 

Mr. Frynn. Three hundred and thirty-seven lessee-dealer outlets. 

Senator Humpurey. In 1952? 

Mr. Fiynn. In January of 1952. And you stated in your report 
to us that you had 428 such outlets in October, 1954. 

Mr. Bartietr. My copy here doesn’t show anything except the 428. 

Mr. Fitynn. Do you have a copy of the report you gave us? 

Mr. Bartert. Yes, sir. 

Mr. Fiynn. Page 1, in section 1, clause A, says that the number 
of lessee dealers of your 1 is 428. 

Mr. Bartierr. That is right. 

Mr. Fiynn. And then, at page 6, in section 9, you list 337 such 
lessee-dealer outlets. I just wanted to have that clear, because it seemed 
to me a very important phase of the study. 

Mr. Bartierr. Well, I will tell you what I would like to do. I 
would like to make an andit of this statement and inform you about 
that, because I am afraid there are one or two corrections that we 
have to make in it anyhow. 

Mr. Fiynn. This seems like a contradiction. I wanted to have it 
straight. 

Mr. Bartietr. What I based my statement on was an actual count of 
new outlets that we have:put into operation in the last 3 years, exactly 
how many. 


© 'The material referred to appears in appendix VIII, p. 600. 
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Mr. Fiynn. It would appear that this information, then—— 

Mr. Bart etr. I will be glad to go into this and get a more logical! 
and proper explanation, and furnish you with that. 

Mr. Fiynn. We would appreciate that. 

Senator Humpurey. May we ask permission to incorporate tha an- 
swers to your questions of December 6 in the testimony ¢ 

Mr. Bartvetr. Yes, sir.” 


Senator Humpurey. And it will be amended, as you may need to 
amend it. 


Mr. Barttett. I would like to restudy it and amend it, to see that 
the information is correct. 


Senator Humpnrey. You may restudy it and make whatever 
amendments are necessary. 

There is one comment that you made, on page 8, item 1: 

A new gasoline marketer entered the area shortly after World War II, and 
aggressively sought to quickly acquire a substantial share of the market. 

Two questions: Who is the new marketer ? 

Mr. Bartierr. It has been referred to at least twice in the pro- 
ceeding: The California Oil Co. 

Senator Humpurey. What do you mean by “aggressively”? 

Mr. Bartieit. Anyone who enters a market and attempts to obtain 
substantial volume quite quickly, I would call aggressive; that is 
what I mean. 

Senator Humpnurey. In what manner? 

Mr. Barrett. Well, as to offering products to distributors or to 
service stations, or in any manner attempting to gain a rather sud- 
den and immediate entry into a market. 

Senator Humpurey. Were there any price considerations paid 
them ? 

Mr. Barttetr. I would not know about that. Of course, the tax 
figures in the State disclose the rapid progress of that company. 

Senator Humiurey. Yes. I was somewhat interested in how a new 
company could make such inroads on old established firms, such as 
Texas Oil, and Standard Oil of New Jersey, and others, by just 
putting a product up at the same price, with apparently no particular 
new gadgets on the filling station—I mean, there wasn’t any free 
trip to Coney Island or anything like that; was there? 

Mr. Bartuett. Not that I know of. 

Senator Humpnrey. It is a very interesting merchandising de- 
velopment, that a company could move into a market so readily, using 
established practices, at least on price, and take the market away so 
much. It must have been rather disturbing. 

Mr. Barrett. It was, and is. 

Senator Humrnurey. Mr. Odom has just made a suggestion to me, 
since we have been trying to ascertain the suppliers for some of the 
unbranded gasoline. Do you supply Saveway ? 

Mr. Bartuetr. No, sir. 

Senator Humrurey. Merit? 

Mr. Barttert. No, sir. 

Senator Humpnrey. Any of the unbranded stations? 

Mr. Barttett. No, sir. 


11 Reply of The Texas Co. to the committee questionnaire appears in appendix VIII, p. 591. 
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Senator Humpurey. That is just as a matter of record. 

[ understood your statement to indicate that you have competitive 
tankwagon prices, plus what you might call competitive allowances; 
is that correct ¢ 

Mr. Bartuerr. Yes. 

Senator Humpurey. If the competitive allowance is needed ( 

Mr. Bartuerr. Yes. As I mentioned in my statement, we maintain 
competitive tankwagon prices. We also meet competitively general 
allowances that are put into effect by the leading competitors. And, 
thirdly, we employ the use of a Chicago plan. 

Senator Humpnurey. The Chicago plan was initiated when? 

Mr. Bartterr. My memory would say on that, that it has been in 
operation in various parts of the country since about 1949 or 1950. 

Senator Humrurey. Have you ever had any trouble with the Fed 
eral Trade Commission because of it ? 

Mr. Bartiterr. Not to my knowledge. I remember one letter that 
seemed to approve it. 

Senator Humpurey. It has, in other words, been brought under 
their review ? 

Mr. Bartterr. Apparently so; yes, sir. 

Senator Humpurey. On its face—and I am saying this with con- 
siderable caution; I hope that you understand and that I don’t want 
to do any injury to you at all—but on its face it moves rather close 
to the line of what you might call price discrimination, or it could. 
You have to watch that very sabetally. 

I know that Mr. Odom asked you a question here, of whether, when 
you use the facets of the Chicago plan, you do offer this competitive 
allowance, temporary competitive allowance, to all dealers within an 
area ? 

Mr. Barrier. They are all affected by the same competition. 

Senator Humpurey. Yes. And you define that area on a rather 
broad basis; do you? 

Mr. Bartietr. No; we do not. We do not actually define it on a 
map, if you want to put it that way, the area. 

Senator Humpurey. I am sure that you have very good legal 
counsel, 

Mr. Bartierr. I certainly hope so. I think we do. 

Senator Humpurey. And are well protected in terms of the opera- 
tion of that plant. 

That is all. Thank you very much, Mr. Bartlett. 

Mr. Herbert Willetts. 

Did I pronounce your name correctly, sir / 


STATEMENT OF HERBERT WILLETTS, VICE PRESIDENT, SOCONY 
MOBIL OIL CO., INC., NEW YORK, N. Y. 


Mr. Wittetts. Yes; youdid. That doesn’t happen often, I may say. 

Senator Humpurey. We are very happy to have you come here. 
May we ask permission to publish your reply to our questionnaire 
as a part of the testimony ? 

Mr. Wiuterts. Yes, sir.’ 


x a. of Socony Mobil Oil Co. to the committee questionnaire appears in appendix 
4, p. 610, 
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Senator Humrpnurey. Mr. Willetts, as a matter of conservation of 
time and energy, unless you desire otherwise, would it be possible 
for you to summarize what you have in your prepared statement and 
hit the highlights, and we will have the statement printed as if read. 

Mr. Wutetts. I think it would be a little difficult to summarize, 
Senator Humphrey. I don’t want to take up an undue amount of 
time. There is some part of it in the beginning that I think we could 
skip over, because I think other people have commented in the same 
way. 

Senator Humpurey. When you come to a paragraph that you think 
we might incorporate, just indicate it. But you are entitled to all 
the time you want. 

Mr. Wuterts. I don’t want unnecessarily to delay the hearing. 

You have my name, and you know who I am. My address is 26 
Broadway, from a business standpoint, in New York City. I am 
director and vice president in charge of domestic marketing of Socony 
Mobil Oil Co., Inc. 

I want to thank the committee for the opportunity of appearing 
at this hearing on gasoline price wars in New Jersey. The problems 
faced by our industry today are of concern to us all, and I shall 
endeavor to make my comments to you as constructive as possible. 

While Socony Mobil is one of the oldest marketers of petroleum 
a in the United States, it did not start marketing gasoline in 

Yew Jersey until 1934. Socony Mobil—and you pronounced our com- 
pany name Socony Vacuum a little while ago. 

Senator Humrnurey. I am sorry, I am old fashioned. 

Mr. Witterts. I do it myself sometimes, but we still have a problem; 
that is why I mentioned it. 

Senator Humerurey. Do you still have that flying horse ? 

Mr. Wutetts. We certainly do, and we want to keep it. 

Socony Mobil has 653 outlets in the State, of which 194 are operated 
by lessee-dealers, 457 by non-lessee-dealers, and 2 by salaried em- 
laa of Socony Mobil. In addition, there are 80 Mobilgas outlets 
supplied by distributors. We do not have any commission-plan sta- 
tions in New Jersey. The 2 company-operated stations are training 
stations, at which we offer training for our dealers and their employ- 
ees. There is 1 such station in each of our 2 New Jersey marketin 
districts. On a few occasions in recent years, when a dealer has left 
us, we have operated a station for a short time with salaried employees 
until a competent dealer could be found to take it over. 

We have not sold any gasoline in New Jersey which does not carry 
the Mobil brand. During the first 6 months of 1955 our gasoline 
represented 5.96 percent of the total gasoline sales in New Jersey. This 
compares with a 6.47 percent average from 1946 through 1954. 

One factor is of dominant importance in every gasoline price war— 
that is the constant temptation to increase one’s volume of sales by 
taking a smaller margin of profit on each gallon sold. Thus, some 
service-station dealers have concluded that by reducing their unit 
margins they can substantially increase the gallonage sold at their 
stations. Frequently this can be accomplished without any appreciable 
increase in the dealer’s overhead costs, and the total net profits 
realized by the dealer may be greater despite the lower margin per 
unit sold. The additional profits based on volume tend to disappear 
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after a cutter’s prices are met, but there are a number of dealers i: 
strategic locations in New Jersey who have developed a taste for 
the large volumes attracted by lower prices and have found it profit 
able repeatedly to undercut the markets in which they operate. 

That which is true of the dealer is often equally true of the jobbe 
or the supplier, branded or unbranded. In fact, it is difficult to think 
of any competitive industry in which businessmen are not constantly 
weighing the question of whether higher profits can be obtained by 
reducing margins of profit and increasing volumes of sales. Ilowever, 
in the selling | of gasoline to the motoring public the problem is par- 
ticularly ac ute because the customer is on wheels and can take ad 
vantage of price reductions with greater facility. This tends to force 
one dealer to follow the lead of another. 

In the State of New Jersey there are at least four reasons why 
dealers have had to give particular attention to the relationships 
between their margins and their volumes and why perhaps the price 
war situation tends to be worse in that State than in most other States. 
The first is that New Jersey is a corridor State having excellent high 
way facilities. There is much travel into and out of New Jersey. 
Large volumes of gasoline are purchased by transients who are less 
interested than the neighborhood buyer in the personal service given 
by the dealer. The motorist passing through the State is more likely 
to buy on the basis of price, particularly in view of the publicity 
which has been given to price wars in New Jersey. 

A second point which relates specifically to New Jersey is that it 
has had a lower gasoline tax than neighboring Pennsylvania, Dela- 
ware, and, until July 1, 1954, New York. ‘This tends to attract gaso- 
line business into the State. 

A third factor, although a difficult one to appraise, is the location 
of the State on deep water with important marine terminal facilities 
at either end of the State which on occasion may have attracted into 
the State surplus supplies of gasoline from other areas, notably the 
United States Gulf. 

A fourth is that the opening of two limited-access through ways 
has diverted considerable traffic from other highways. The dealers 
on these highways have frequently tried to m: ake up their lost volume 
by reducing their prices. 

So much for the fundamentals. You have indicated that you want 
my views on the causes of the New Jersey gasoline price wars, as 
well as the nature of the competitive conditions under which such 
wars are waged. This is a large order, but I will do my best within 
the time allotted to me. 

Price wars are not new in New Jersey. They were being waged 
prior to World War II, and attempts even then were made to take 
arte action by means of legislation. In 1938, an act to regu- 
late the retail sale of motor fuel was passed. This act required the 
retail dealer to post a selling price at the dispensing pump only, 
prohibited retail sales below net cost, restricted certain advertising 
signs, outlawed rebates or discounts on retail sales, and provided 
that the supplier’s brand should appear on dispensing pumps. Sub- 
sequently, the Jersey courts found the price sign and discount provi- 
sions of the law to be unconstitutional and the selling-below-cost 
provisions to be so indefinite as to be unenforceable. 
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In 1938, a “fair trade” act was also passed in New Jersey. M) 
own company commenced “fair trading” its gasoline there at abou 
that time. We tried it in New Jersey even though we questioned 
whether it would work. The effectiveness of this “fair trading” o| 
gasoline in New Jersey was not put to any real test for quite a while. 
due to the outbreak of war in 1941.and the subsequent tight supp!) 
of gasoline which prevailed for a time after the war. . 

In the latter part of 1948 price wars broke out once again in New 
Jersey. A number of stations, some operated on a self-service basis, 
sold unbranded gasoline, and depended on reduced margins to build 
up large volumes of sales. The retail prices at some of these stations 
ranged from 2 cents to 5 cents below the regular retail price in the 
area. Some distress gasoline was becoming available at the Gulf at 
that time and may have been reaching these outlets on a low-cost 
basis. A big portion of the retail price reduction, however, was due 
to the willingness of the dealers to take a very minimum margin in 
the hope of attracting larger volumes. Other dealers in order to be 
competitive and to protect their own volumes found it necessary to 
reduce their own prices. Self-service was outlawed by the legislature 
in 1949. However, the cut-price type of operation has continued and 
is still an unsettling factor in the market. 

In 1950 Socony Mobil terminated its fair-trade contracts in New 
Jersey because we found that any effort on our part to enforce fair 
trade would only penalize our dealers, placing them at a price dis- 
advantage with respect to other dealers who either were not subject 
to fair-trade regulation or were disregarding such regulation. 

In 1950 a citizens’ committee was appointed by the Governor to 
“fairly ascertain whether the general public had been the beneficiary 
or the victim of the price wars.” The principle conclusions of this 
committee, released in 1951, were: 

1. Gasoline price wars are attributable to the collapse of arti- 
ficial price structure agreements (fair trade) ; 

2. The public benefited from lower prices; 

8. Governmental price control is opposed to free enterprise; 

4. Such controls would reward a minority at the expense of 
the majority; and 

5. Retail gasoline marketing is somewhat overcrowded but 
the same is true in other retail fields. 

As the result of continuing pressure from dealer associations, an- 
other study commission, consisting of 3 members from the senate, 
3 members from the assembly, and 3 members from the public, was 
appointed by the legislature in 1952. Based on recommendations by 
this commission (which two of the public members refused to sign), 
there was passed by the legislature in 1953 a law known as the Unfair 
Motor Fuel Practices Act. 

This act, which was patterned after the Robinson-Patman act, 
made it unlawful for any distributor, refiner, wholesaler or supplier 
with intent to injure competitors or destroy or substantially lessen 
competition to offer any rebate on the sale of motor fuel; to require 
a lessee not to use the merchandise of a competing distributor; or to 
discriminate in tankwagon price among retail dealers excent to meet 


competition. Administrative proceedings are now pending under 
this act. 
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Since the passage of the Unfair Motor Fuel Practices Act, price 
wars have continued in New Jersey, nnd various dealer groups have 
.dvocated further legislative action, including a 6.7 minimum margin 
law and a selling be ‘low-cost law, both of which have encountered 
opposition from the State administration because they were viewed as 
price-fixing measures. As Governor Meyner himse if pointed out to 
you in the hearings conducted on October 19, 1955, the public, in 
response to his inquiry, had strongly reacted against any legislation 
which could be interpreted as price fixing. 

\fter these attempts to secure legislative intervention in price wars 
had failed, another bill was introduced which would have made 
public utility out of gasoline retailing. This attempt to create a 
wholly artificial status for an industry which has none of the charac 
teristics of a public utility was curious for another reason. That is: 
Its primary objective was to raise prices, whereas public-utility regu- 
lation is usually designed to keep prices down. ‘True public utilities 
are characterized by exclusive franchises in given areas, and it is 
recognized that since the restraining influences of competition are 
abse nt, the law which grants a monopolistic position to a utility must 
protect the public from the possibility of attempts to take advantage 
of that monopolistic position by unreasonable prices. 

It is obvious that in our business there is no absence of competition. 
(zasoline marketers do not have exclusive franchises, except on a few 
limited-access highways where arrangements were instituted at the 
nsistence of administering authorities over the objections of a vast 
majority of oi] men. Socony Mobil has strongly opposed such exclu 
sive franchises. 

| have perhaps devoted too much time to a discussion of the legis 
lative history in New Jersey, but it seems to me to illustrate that legis 
lative panaceas are not always as successful as their proponents would 
have you believe. 

Senator Humpnrey. May I express to you our thanks for the anal 
ysis of these laws. We have gotten this in the staff study of 
record, but it is very helpful having that from the witness. 

Mr. Winterts. Thank you. 

One thing is clear—there is intense competition in all phases of 

he petroleum industry in the State of New Jersey—competition 

nong dealers, competition among jobbers, and competition among 
supplied. The competitive system with its freedom of choice for the 
consumer is, we believe, the best economic system devised by man. 
Under it American business has become the envy of the world : 
means of providing a better living to most people. 

It is expected under the competitive system that some will achieve 
substantial success, some moderate success, and that some will fail. 
There is no way under the system that success can be guaranteed for 
all. And any attempt to provide such a guaranty either will fail be 
cause it is unworkable or will destroy the ability of the competitive 
system to select the methods and the people that can do the best job 
for the whole economy. 

But I deeply feel that a number of conscientious and competent 
people have bie hurt by the price wars in New Jersey and that this 
condition cannot be ignored by responsible members of our industry. 

In any form of competition the contestants sometimes lose sight of 
the ultimate goal. In a football game, linemen on opposing sides 


out 
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sometimes get so preoccupied with trying to best each other that they 
forget that the objective is to win the game. 

Something like that has been happening in New Jersey. We have 
seen the downward spiral of prices aggravated by the determination 
of dealers, jobbers, or suppliers to increase their volume by charging 
lower prices than their competitors. Too often the participants in 
the struggle have forgotten that the primary objective in any business 
is to make profits. ‘loo often there has been a failure to understand 
that a business built on integrity and service to the public has a 
stronger foundation than a business which has relied solely on the 
price-cutters’ appeal. 

I should like to make clear, if I haven’t already done so, that I am 
not opposed to low prices that have a sound economic base. The suc- 
cess of the oil business in the United States is due largely to the fact 
that it has furnished the consumer with an abundance of products of 
ever-improving quality at prices which have been so attractive to him 
that he has steadily and greatly increased his use of them. 

Senator Humrurey. I surely want to concur in that sentiment 
which you express in your statement, namely, that you are not opposed 
to prices that have a sound economic base. I think this is the true 
value test of the price structure. The desire of the industry is to 
lower prices, but to lower prices that, at the same time, preserve the 
values of the economic system. 

Mr. Wiuterts. I agree with that. 

Senator Humpurey. And not to destroy those values, or the persons 
involved within it. 

Mr. Wittetts. I agree with that. 

Senator Humrpnrey. That is what I have been trying to say, in a 
much less concise and pertinent fashion, when I mentioned what I 
called orderly competition. I don’t mean to eliminate competition, but 
I mean to have competition within the rules of the game, so that it is 
on a sound economic base. 

I can’t help but go back to the thought constantly that anybody can 
be a price cutter, but it takes a man of ability and some competence to 
possess a deep sense of economic integrity and service, and of genuine 
interest in his business as well as his community. It has been my 
desire, as just one public officeholder, to see that kind of economic 
society prevail rather than this other that we are hearing about. 

Mr. Wiuerrs. You and I are sitting in the same row on that one. 
In a free country it is not possible, in my opinion, to eliminate all 
price wars, and the public would suffer if they were eliminated. One 
of the greatest incentives to more efficient business operation, on which 
long-term savings to consumers are based, is ever-present price compe- 
tition. Legislation which would eliminate or impair fair price compe- 
tition would replace progress with stagnation. 

There is, of course, such a thing as unfair competition, and this will 
not be condoned by any right-thinking person. It is just as wrong to 
plead “competition” as an excuse for unfair business practices as it is 
to use “fair trading” to cover up attempts to stifle competition. Price 
wars which are due to unfair practices on the part of either suppliers, 
jobbers, or dealers are indefensible, but fair and open price competition 
must be preserved if our present economic and political system is to 
survive. 





GASOLINE PRICE WAR IN NEW JERSEY 403 


The petroleum industry has solved many difficult problems through 
the years, and I am confident that the severe and uneconomic price 
wars such as those in New Jersey will be no exception. The public 
hearings conducted by your committee have, in my opinion, already 
performed an invaluable service because they have exposed the subject 
to public discussion, which, in itself, often is the quickest method to 
obtain beneficial results. 

You have asked for my personal recommendations as to the most 
appropriate means for handling price wars. I have concluded that 
my best response to your request will be to review with you the policies 
my company has adopted to guide its activities in gasoline marketing. 
From press reports, it would appear that many other members of our 
industry are likewise giving serious thought to the problems involved. 
As such individual efforts within the industry become more wide- 
spread and better understood, it is my hope and belief that price wars 
will lessen in intensity and that the excesses of the past will be avoided. 


SOCONY-MOBIL POLICIES 


1. We do not deliberately initiate price wars of any kind. We in 
Socony-Mobil do not like price wars, partly because they cost us a lot 
of money, but, more importantly, because of their impact on the dealers 
through whom most of our products are sold. This does not mean, of 
course, that we never take the initiative in lowering or raising whole- 
sale prices when the economies call for such action. Timely price 
reductions in response to changed economics are as important to the 
health of any industry as soundly based price increases and in many 
cases may prevent the development of conditions which may result in 
price wars. 

2. We calculate an objective tankwagon price, which we believe is 
reasonable, for each tankwagon area in which we operate. 

3. We carefully estimate the demand for our products and alter our 
refinery runs to balance our supply and demand. For that reason, 
we have successfully avoided unmanageable product surpluses. As 
a matter of principle, we do not sell our gasoline outside of our normal 
channels of distribution at prices which will discriminate against our 
regular customers. 

4. We believe that as a supplying company we should not be a fac- 
tor in the retail gasoline market. We prefer to market our products 
through independent retail dealers. We do not utilize company- 
operated service stations to influence retail prices in any market. In 
the entire United States we have only 69 company-operated stations, 
and most of them are training stations, which were established to bene- 
fit all our dealers, not only through training but also as practical 
laboratories for experimental merchandising, the results of which are 

assed on to our dealers. We believe we should sell our gasoline to 
ealers at fair tankwagon oe and that they should assume full 
responsibility for the retail price which they charge to the public. 

5. Our dealers establish their own retail prices. One of the points 


in our dealer relations policy, which is in writing and has been sent 
to every dealer, says: 


We recognize that every Mobilgas dealer is an independent businessman free 
to buy and sell our products or others and free to operate his business as he 


deems best, subject only to applicable laws and to the conditions of written 
contracts with us. 
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So that you may know that the last clause does not contradict 
the rest of the sentence, I have brought along copies of our dealer sales 
contract and lease forms which you may have for your record.” 

I believe you already have them, but if you haven’t, we have some 
others. They are the same ones, however. 

6. We believe our dealers realize that they cannot be guaranteed a 
net profit; that their net profit depends on operating efficiency, sales 
policies, service to the public and managerial ability to keep expenses 
within the gross profits which competitive costs and selling prices 
permit. In this connection we believe there are many proper ways 
in which a supplier can help its dealers to reduce costs. In a service 
station, as in a household, a penny saved is a penny earned. By help- 
ing our dealers achieve greater operating efficiency, we are also help- 
ing them increase their profits. 

7. We give price assistance to our dealers when es yeni condi- 
tions make it necessary. We believe it would be morally wrong to do 
otherwise. When we give price assistance, we give the same assist- 
ance without discrimination to all dealers in the same competitive 
area. Our field managers have been charged with the responsibility 
of establishing these areas of competition on as realistic a basis as 
they are able to devise. The proper administration of price assist- 
ance is admittedly a difficult problem. Our goal is to treat our deal- 
ers fairly. In doing this, we feel we have a responsibility to our 
dealers in non-price-war areas to refrain from any action which might 
result in the spreading of price wars. 

8. We do not tell our dealers what retail prices they must post, even 
when they are given price assistance by us. In fact, there have been 
numerous instances where dealers have received price assistance from 
us because they were in the affected competitive area, but have elected 
to charge higher prices than those charged by their competitors. 

9. We encourage and assist qualified men to enter the service-station 
field and discourage the unqualified. As suppliers, we think it is our 
responsibility to give new dealers orientation training and to offer all 
of our dealers and their employees the opportunity to obtain instruc- 
tion in good merchandising methods. 

The policies which I have outlined above are firmly established and 
well known to our entire marketing organization. In fact, a series of 
meetings was held this fall in each of our district offices around the 
country and our policies were discussed carefully with our salesmen 
and other marketing representatives so that there would be no misun- 
derstanding of our position on the part of our field marketing organi- 
zation. 

I referred earlier to our dealer relations policy. Our belief in the 
fundamental importance of the service-station dealer to our company 
caused us to establish, about 2 years ago, a dealer relations committee. 
At the recommendation of this committee, we sent last summer to all 
our dealers a written statement reflecting the company’s long-held 
basic beliefs about dealer relations. Since then the we Ad has been 
discussed with each dealer, either individually or in a small meeting. 


[I have a copy of this policy, in case you wish to include it in your 
record. 


148 The material referred to appears in appendix IX, p. 610. 
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Three points have been added since the original policy was adopted 
ind presented to our dealers. They are numbers 10, 11, and 12 in the 
copy I have given you. While these new points have not been sent to 
our dealers as yet, they have been put into effect by our field man 
agers. We are planning a series of meetings just after the holidays at 
which the original policy will be discussed with all of our dealers and 
the new points announced to them. And I might add that we do not 
onsider the present version final. We intend to continue to expand 
and improve it. 

We are insisting that every one of our managers, at our headquarters 
office and in the field, direct increasing attention to analyzing dealer 
problems and to giving the fullest possible scope to the letter and the 
spirit of our dealer relations policy. The marketing department of 
Socony-Mobil has no more important job. 

We believe that the future success of the competitive system requires 
that competitors recognize that they have social, as well as economic, 
responsibilities. I should like to conclude by reading to you a state- 
ment made to the annual meeting of Socony-Mobil’s shareholders in 
1954 by George V. Holton, who was then chairman of the board and 
has since retired. It reflects not only my viewpoint, but also that of 
the other directors of our company. 

Mr. Holton said this: 


The day has long since passed when a corporation of any size could duck the 
responsibilities of citizenship on the ground that it was organized solely to make 
and sell goods. Corporations have acquired personalities and for the most part 
are as anxious to be regarded favorably as are the individuals who own and 
work for them. Their concern has a sound basis and is directly related to the 
preservation of even the right to be in business. We can no longer take that 
right for granted. All privileges granted by law can and will be withdrawn 
when a change seems desirable to enough people. No business is truly safe 
unless it serves its customers better than they could serve themselves, persuades 
them it is doing so, and retains their good will in the process. One can’t be too 
sure how long corporations would retain their present opportunities to operate 
at a profit if making money were their sole contribution to society. 

I am sorry to read this so quickly. I think I have gone through it 
like a steam locomotive, but I was doing it in the interests of time, 
and not anything else. 

Senator Humpnrey. You got it all in? 

Mr. WitteTts. We got it all in. 

Senator Humpurey. And we have now a statement of your com- 
pany’s policies. I think there are only a few questions that we will 
want to ask. 

I think you can understand, sir, that after a number of witnesses 
there is always some repetition, because it is in the same market area. 

Mr. Wittetts. That is right. 

Senator Humpurey. And your companies have had some of the 
same experience. 

The first question I would like to direct to you is one that I have 
been asking of other witnesses. Do you supply nonbranded to such 
companies as Saveway and Merit? 

Mr. Wiuetrs. Not a gallon, and never have, nor anyone else. We 
don’t sell unbranded gasoline. 

Senator Humpnrey. On July 22, as you know, we held hearings, 
and one of the witnesses before our group was Mr. Charles Jones, a 
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Socony-Mobil dealer of Woodbury, N. J. Let me just review this 
for a minute. I asked this question: 


Do you have any information that you would like to give this committee as to 
how these price-war practices are engaged in, or price wars waged? 


This was a general question of Mr. Charles Jones. Mr. Jones 
responded as follows: 


Well, sir, it seems that when we get into a price war, there is, in addition to 
yoluntary allowances, which my company engages in, along with other com- 
panies—however, we don’t have any consignment plan—there is more or less of 
a sliding scale of rental adjustment. It seems to me that the word “competitive” 
is quite a bit misused and overused, and that, in order to be competitive, if we 
are posting one price at one rental adjustment, we can get a better rental adjust- 
ment by posting a lower price. This seems to me to perpetuate and aggravate 
the price-war conditions. My own experience with rental is that we have at 
times been given a flat rental. We have at other times been given a reduced 
gallonage rental. But, in any case, at the end of the month we were billed for 
the full rental on our contract. 

So it was eyewash. It meant nothing, dust in the eyes. This figure has con- 
tinued to build up from last year until the point that at the end of—I had better 
get my statement here so I am sure I am giving you the right date—on a state- 
ment dated May 11 of this year, my back rental we will call it—no effort was 
made to collect this rental, it just accumulated—you understand how this 
accumulated, sir? 


Senator Humphrey said: 


I get the idea. You bill for your regular rental. 

Mr. Jones. At the end of the month of what transpired on the invoice, at the 
time of purchase. That had accumulated to $850 at the May level billing, which 
would take in business until the end of April. 

Now, of course, I can only give you my records. I understand that with my 
Socony dealers, if not all of them, the rentals were even greater in accruals 
than mine, and during all those months, we have tried to get this rental adjust- 
ment on the basis that we were told it would be at the time that these deals 
were made during certain price-war periods. . 

Senator Humpnurey. So, as I understand it, you were told that some of the 
price adjustments would be made through your rental. Is that correct? 

Mr. Jones. That is correct. 

Senator Humpurey. And yet, up to date, you have not received the price 
adjustment in the rental. 

Mr. Jones. Yes; just recently. 

Senator Humpnrey. You just recently received them? 

Mr. JonEs. On a statement dated June 6, 1955, for no reason at all, other 
than the adjustment was made—but I have no business for it, or no—how shall 
I say it?—no recap—all I have is the statement sheet—my accrued rental 
dropped from $850 on the May 11 statement to $110.84 on June 10, 1955. I can- 
not explain it, sir. 


I said: 
That wasn’t over Christmas? 
Mr. Jones said: 


I am very happy to have it, it was pretty rough hanging over our heads. I am 
still not sure why I owe them even $110, but I do have a statement for that 
amount. We have asked the salesmen many times to have this adjusted, and 
we were told that it would be done, but we were not told when, and it has just 
occurred. 

Senator HumMpurey. In other words, during the time that you were involved 
in this price war, you weren't getting any immediate income allowance on in- 
come adjustment. It was just being adjusted on the books, so to speak. And 
then when they got around to where they wanted to reduce your accrued rental, 
from $800 plus to $100, they did it on their own time, and on their own volition; 
is that correct? 


Mr. Jones said: 
That is correct. 
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Then I asked the question 

Did you ever sign any contract about adjustment of these rentals? 

Mr. Jones. No: I did not. 

Senator HUMPHREY. In other words, this is just the sort of thing that was 
talked about. And in due course the company made this adjustment: is that 
the situation? 

Now, apparently, what happened here in the instance of Mr. Jones 
was some understanding with your representative that, during the 
price-war period, rental adjustments would be made, and, as is indi- 
cated by this testimony, rather than the gentleman paying the rent, 
the rent Just accrued and kept accruing until it got up to a figure 
of $850 which was owing to Socony Mobil, and then at the date of 
June 6, 1955, lie got a statement saying that all of this had been paid 
wep 2 ) line fc Pca t havi a? < > aywra « . 
except $110, plus, of course, not having paid any except an adjust- 
ment made in the rent. 

‘‘ow, what do you have to say to that? 

Mr. Wuterrs. That sounds like an awfully complicated situa- 
tion, and I think probably the way it was handled—it may have 
been complicated by that. But I think I can explain it to you. 

In the first place, I would like to say this fellow Jones, who rents 
this station of ours in Woodbury, is a very fine dealer, and we are 
glad he testified. That is his right, and we would fight for his right 
to testify. And so—- 

Senator Humpurey. May I say that he indicated great confidence 
in the product, and he told us about how you rehabilitated the station, 
and all of that. What he was trying to explain was, on the basis of 
my question, what happens in these price wars. I think he was show- 
ing me that. 

Mr. Wuterrs. I believe he understands it now. And I would like 
to say one thing at the outset, it will clear this - for you and give you 
a factual review of just what did happen, as I know it. 

In the first place, we did not adjust any rent for the purpose of 
carrying on a price war. And I want to say that very emphatically, 
because we did not. ; —_ 

When we sent you the answers to the questionnaire—I think it was 
about a year ago—the one you referred to as including in the record— 
your committee asked, under question 6: 

Describe how your company customarily determines the rental that is to be 
charged for service-station locations. 

That is the question that was asked, and I am quoting it, and our 
answer was: 

It is the policy of our company to establish annual rentals to dealers for all 
outlets leased or owned by us, based on their value as income producers to 
dealers. We collect these annual rentals on a monthly basis in the form of (a) 
a flat sum per month which may vary in individual months, but in all cases 
the sum of individual monthly collections shall equal the annual rental; (0) 
a gallonage charge on all gasoline sold to the outlet. If the amount collected 
monthly exceeds the flat monthly rental, the dealer shall have the option of 
receiving a refund or credit memorandum or of allowing the excess to be 
applied against subsequent months’ rentals. If the amount collected during 
the month is less than the flat monthly rental, the deficit is charged to the dealer 
or applied against excess collections made in any prior months. 

And that policy of ours—I have taken the time to read it because it 
1S very important. ; 

Now, when these price wars came into being—let me start before 
that. When we leased this service station to one Mr. Jones, the con- 
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ditions were more normal than they were during the price war, and 
we established a rental from Mr. Jones on the basis of this policy state 
ment, this principle. That rental was on a gallonage basis. It had 
in it a minimum and it had a maximum rental. 

As we went into the price situation, Mr. Jones came to us and said 
he was having great difficulty in staying in business; the profitabilits 
of his station !iad decreased substantially. 

We studied the situation, and we came to the conclusion that one 
of the things was happening because we had a collection, a pickup. 
We were picking the rental up on installments and applying it against 
what the rent was for a month. We were overcollecting sometimes, 
and I think in the case of Jones, during price wars, his business went 
up a little. We were picking up more than we should have, and at 
the same time—this was on a gallonage basis—at the same time, the 
profitability, because his margin had shrunk, was going down. 

So the first thing we did was delete the amount collected, and we 
did continue to accrue on the books the stipulated rental that was in 
the lease arrangement with him. He couldn’t even live then. He 
complained further that if we could not do something for him in rent, 
he was going to leave the station and hand us the key. Now, that 
had happened to us in 2 or 3 instances before, with other dealers. 

So our people in the field recommended to our management that we 
change this rental to this Jones. We were slow in doing it. Rents 
accrued, and it built up quite a sum, but the salesman in the meantime 
was arguing to get the rental reduced from one Mr. Jones, and the 
other people around him. 

We finally came to the conclusion, after considerable time and study, 
that the gallonage feature in our lease was a very bad one. In other 
words, it was taking out of him more money than we should have been 
taking, really, under those conditions. The profitability of that station 
had declined during the price war. 

So, we came to the conclusion that we should rewrite that lease, 
or amend it, in terms of its stipulated terms, and instead of having 
a minimum, a gallonage with a minimum and a maximum, that we 
should write it on a flat rental basis; and that is what we have done. 

We have discussed this with Jones. He appears to be satisfied with 
the current arrangement. He understands why we did what we did, I 
think. I am told that by our sales people. He understands why there 
was that $110 you mentioned, that you read from the testimony. 

That was part of the rent that was not forgiven to him, and we 
expect him to pay that part. And I think now he is pretty well set 
in his own thinking as to what our rental arrangement with him is. 

It was that set of circumstances that caused this. We did not do this 
to continue a price war. We did not do this with Mr. Jones to make 
him more competitive. We never talked to him in terms of price. 

This was an arrangement that was a landlord and tenant relation- 
ship that we kept separate from-price. We only did it to save one Mr. 
Jones as a dealer. We did not want him to lose the investment that 
he had in that particular service station; and he had some. We did 
not want him to lose his chance to make a living in the service-station 
business; and he is a good dealer. We did it for none of those reasons. 

We made this change in arrangement with Jones for the purpose 
of keeping him there as a dealer. We made this arrangement, because, 
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under our policy, we felt very strongly that we were overcharging 
him, based on the profitability of that station, not just gasoline but 
all of the products involved. We felt that we were just overcharging 
the man under that particular set of price-condition circumstances. 

Senator Humprurey. I appreciate your explanation of it. I think 
the point, however, that bears some scrutiny on the part of your office 
ind your company is that Mr. Jones testified that, while these arrange- 
ments were being made—none of which he was complaining about as 
such, because they were to his economic advantage—there were no 
written agreements, there were no instrumentalities that were con- 
summated, for example, legal instruments. He says as follows; I 
asked him the question: 


Did you ever sign any contract about the adjustment of these rentals? 
Mr. Jones. No; I did not. 


Mr. Wittets. That is correct; he didn’t. 

Senator Humpnrey. And then later on 

Mr. Witiers. At that time. 

Senator Humpnrey. Mr. Jones, explaining now as to the gallonage 
basis, gallonage fee, said: 


Let me explain it this way, sir. My rental, according to my contract, is 1% 
cents a gallon for my 2-bay improved operation modern station. At the time, 
during the price war, my rental was as low as a half cent a gallon, supposedly. 
There were other times when I was supposed to be on a $75 per month flat 
rental. 

Senator HuMeukrey. Did you sign any document relating to that? 

Mr. Jones. No; I was merely told that by sales personnel. However, regard- 
less of what I was told and what I was billed, always at the end of the month 
| reeeived a billing for the full amount of gas that I bought at 1% cents a 
gallon, 

Senator HumpnHurey. So, you just had to trust in God and the Socony-Mobil 
Co. that this would be adjusted. 

Mr. JoNes. That is right, sir. 

Senator Humpurey. And it was finally adjusted’ 

Mr. Jones. Yes, sir. 

Senator HuMpHREY. But you had no assurance that it would be. 

Mr. Jones. No, sir. And I have no basis for their figuring. I have merely 
to accept their figures. And you may be sure that I am going to try to find out 
why I am still billed for $110.84. I don’t know what my chances are of learn- 
ing it, but I am going to try. 

Senator Humpurey. Do you feel that this practice is a prevailing one in your 
State, this rental-adjustment practice? 

Mr. Jones. Of course, I am active in the State association. I can only be 
sure of the things that occur in our own area, and, from talking with many of our 
dealers in my locality, the situation, I believe, is pretty much the same, sir. I 
know of at least two other dealers whose accrued rental was much greater than 
mine. And I can assume that as I have received the adjustment so have they. 

Mr. JEHLE. Mr. Jones, the accrued amount of your rental was roughly $750? 

Mr. Jones. That is correct. 

Mr. JEHLE. And that figure, divided by the number of gallons you pumped in 
the period under consideration, resulted in a per-gallon figure of about how 
much? Your rental is based upon your gallonage? 

Mr. Jones. Yes, sir. 

Mr. JEHLE. What is your rental? 

Mr. Jonges. Oh, I see what you mean. I have a minimum rental of $250 per 
month, sir. 

Mr. JEHLE. $250 per month? 


And they then go on and discuss rental again. © 

It appears to me that the real problem here, besides one of determin- 
ing how rental adjustments are related to price adjustments in price 
wars, is the one in some degree of just routine and regularity in the 
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contract relationships that deal with a lessee relationship. It seems 
that this is a rather unusual and unorthodox manner of handling 
money and properties. 

Mr. Wittetts. Well, one of the reasons why it is unusual, the people 
in the field had no authority to charge off any rent. 

And I would like to say to this committee that that rental was not 
based on gasoline gallonage, it was based on the profitability of that 
station as a total unit. And that is the basis on which we figure the 
rental at every service station. We estimate—we are not always right, 
but we do fairly well, I think, and I am not being smug or bragging 
about that—we estimate what a station is worth; our experience helps 
us in that. And that is the basis on which we consider rentals to a 
dealer. 

Senator Humpurey. Of course, Mr. Jones says it is on a gallonage 
basis, plus a minimum rent, and a maximum. 

Mr. Witterts. Yes. I testified here that that station was rented 
to Mr. Jones at a gallonage—it was 134 cents a gallon—he has men- 
tioned that, and it was. 

Senator Humpurey. Yes. 

Mr. Witterrs. With a minimum. And that minimum varied 
in certain months of the year, a little less in winter, a little more in 
summer, with a maximum. 

Senator Humpurey. Is this a common practice in the rental of 
properties in the oil business, this variety of means of cutting rent, 
this flexibility in incomes from rental properties; is this the standard 
practice, sir, for your firm ? 

Mr. Wiuterts. For my firm, we rent all the stations in which we 
have a real-estate interest in this country on the basis of this policy 
as outlined here, to my knowledge. 

Senator Humeurey. Now, do other dealers in this area get the same 
kind of adjustments ? 

Mr. Wuterrs. Yes, we did adjust rentals with other dealers in this 
same area. And, to be honest, regardless of the virtue of it, if it has 
any, in our judgment we are going to eliminate that and put dealers 
on a flat rental. We don’t like to get into this sort of a situation, 
because in price wars the price goes down, the volume goes up, the 
profitability of the station decreases, the dealer is caught in the 
middle, and we don’t want him there. 

Senator Humpurey. What do you do about your contract dealer? 
The contract dealer is the man who owns his own station. He is not 
the same problem with reference to profitability. You give your 
lessee some rent adjustment, because he is caught between the cost- 
price squeeze. He is caught right in the middle. What do you do 
with this man who has made considerable sacrifice to own his own sta- 
tion? What kind of adjustment do you make with him that would 
compensate for this other ? 

Mr. Wuterrs. Well, when we talk about rent, that is one relation- 
ship with Jones; we gave him certain voluntary discounts to meet 
what competition was doing in an area in price. 

Senator Humpurey. Yes. 

Mr. Witterrs. We gave this nonlessee dealer, the fellow who owns 
his own station, the same price in the same marketing area, com- 
petition area, that we gave our lessee dealer. 
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Senator Humrpnrery. But you don’t give him any other kind of 
adjustment to compensate for the rental adjustment { 

Mr. Wittetrs. No, we did not. And I will tell you why. In the 
first place, we have a relationship of !andlord with one dealer and we 
haven’t with the other. We don’t know that that other dealer had 
this same gallonage proposition that caused his rent to gyrate so dras- 
tically during this price war period. 

Senator Humpurey. I can see you have problems on the gallonage 
in a price war, sir. 

Mr. Wiutetts. Well, we think that we have learned something out 
of this Jersey price war, outside of the fact that we put a lot of money 
into this market, we have learned one thing on this and we hope it 
will stand us in good stead in other areas. 

Senator Humpurey. May I say, if I were the independent owner 
of a station doing business with your company or any other company, 
and the people who were renting properties on a lease basis were get- 
ting rental adjustments, and as an independent dealer I wasn’t get- 
ting one, I would wonder why—lI mean, not rental adjustments, but 
some other kind of adjustment to compensate for it. Because it is a 
common fact that when a man owns his own property that there is a 
rental involved in that in calculations of business accounting as well. 
Rent is a pretty broad term. For example, if he had a little family 
corporation in that business, even though he owned the building, he 
could be charging up rent as a part of the business expense. 

Mr. Wutetts. Well, that didn’t have anything to do with this. 

Senator Humpurey. Well, that didn’t have anything to do with 
this, but there are many ways to skin a cat, as we say. And may I say 
that I know plenty of family corporations that own their own prop- 
erties, and the corporation rents the property from members of the 
family. 

Mr. Wuterts. I have heard of that. 

Senator Humpurey. Now, this is a situation where you have two 
dealers, let’s say, in the same trade area. One is an independent dealer 
that owns his own building. He also is affected by price war competi- 
tion. The other one is the lessee. He has made an agreement with 

ou to lease property. He also gets your gasoline products. He, too, 
is affected by price cutting. 

Mr. Wutetrts. That is correct. 

Senator Humrnurey. Both of them are affected on the surface by the 
same price cutting. But to both of them you may give temporary 
competitive allowances, or voluntary allowances. 

Mr. Wittetts. We made them alike on voluntary allowances on 
price. 

Senator Humpurey. You treat them alike on that? 

Mr. Wutetrs. Yes, sir. 

Senator Humpurey. On that basis that is equal treatment. 

Mr. Witetts. We think it is; yes. 

Senator Humpurey. But then, when you come to the man who 
rents, you say, “Not only will we give you the temporary competitive 
allowance or voluntary allowance, but we will also give you a rental 
adjustment, because you are hard pressed.” ; 

Mr. Wuterts. We feel no lack of sympathy for that man. But, I 
would like to say two things about this, Senator, and say them fairly. 
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Number 1, we don’t happen to be the landlord of the other fellow, and 
we don’t know , maybe he did get a rental adjustment. We don’t know 
either that he had this gallonage situation that was causing us difficulty 
with this one Jones and some others. And we know this too, that 
there has never been a time in the gas business, in my opinion, when 
the economics of each service station in a local competitive area was 
alike, and I don’t think there ever will be one, because a fellow who 
bought a service station—we bought some in 1935 and we can do 
better with those from the standpoint of economics today than we 
can with the ones we bought in 1954, we will say. That is true all 
over. 

Senator Humpurey. If we are going to go all over the country on 
that basis, there would be consternation. 

Mr. Wiutetrs. There would be. No matter how much sympathy 
we have for the fellow, and want that fellow to remain in business, 
we don’t know how to give him a rental adjustment. 

We gave him equal treatment on price. And if he went to his 
landlord the way Jones came to us and said, “I can’t live here, I am 
giving you the key,” the likelihood is that the landlord would have 
done something like we did, put his rent down, make it more com- 
mensurate with the worth of the station at that particular time. 

Senator Humpurry. I know that you have a problem, and I recog. 
nize your interest in your dealers, all of which is commendable. But, 
I recognize that—not of your volition—when you have a lessee on 
your own property, property that you own, your interest goes further 
than just the tankwagon price or the concessional allowances or the 
price allowances. 

Mr. Wittetrs. We have two relationships. 

Senator Humpurey. You also have a relationship in terms of the 
landlord relationship. 

Mr. Witerrs. That is correct. We try to keep them completely 
separate, 

Senator Humpurey. Here is a man down the street who rents his 
filling station from the lumber-yard owner, the man who made a 
lot of money in the lumber business, so he built a filling station as a 
property. And this man we will call Smith. 

Smith rents his filling station from the owner of the lumber yard. 
And Smith comes to Socony Mobil and says, “Look, I want to sell 
your gas.” So Socony Mobil sells him gas. Now, Socony Mobil is 
selling Jones, the lessee, gas, selling Smith, who is an independent 
oper ator renting his property from somebody else totally unrelated 
to you, and you give them both tankwagon price, you give them both 
a temporary competitive allowance. 

Mr. Wittetts. That is correct. 

Senator Humpurey. But here is Smith over here, and he is sweating 
it out, too. But he has a landlord who isn’t in the oil business and 
doesn’t care whether it is Socony Mobil that is there or Texas or At- 
lantic or Shell or Gulf or Calso; he doesn’t care who is on that corner, 
just so he is renting the property. 

You care who is on the corner where your property is. 

Mr. Wittets. We care who is on the other corner too. 

Senator Humpnrey. That isright. But your immediate interest as 
a property owner is to have a Socony Mobil dealer on that corner of 
yours. 
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Mr. Wiuuitrs. The only thing I can say, Senator, if the lumber com- 
pany that you mentioned is a hard-hearted landlord and he doesn’t care 
anything about that dealer, he will be in the gas business whether he 
wants to or not, because he will have a service station on his hands, 
and he will either run it or let it stand idle. 

And when you let a service station stand idle-—and we have had this 
experience, this is rather real to us—we pay money to even watch it, 
because in some areas vandalism takes place, and the station doesn’t 
stay in the form in which we closed it up. 

Senator Humpnurey. I recognize that is a problem. But I think in 
all fairness that the degree of interest. in the landlord-tenant relation- 
ship is greater when the oil company owns the station than it is when 
a third party owns the station and the dealer leases it from that third 
party. I think—because you are looking for outlets. 

Mr. Wittetts. Well, we are looking for some, we don’t want them 
all, but we want some. 

Senator Humpurey. Well, it is a complicated problem. 

Mr. WiteTts. It is an extremely complicated problem, and we rec- 
ognize it as such. 

Senator Humpurey. And it is related to price wars; isn’t it? 

Mr. Wuterts. It is not that which causes price wars, it is the result 
of this great inequity that is created by price wars to the dealer. 

Senator Humpurey. It could cause one, could it not, if it were used 
as an under-table concession ¢ 

Mr. Wittetts. It could, but it wouldn’t in this instance, this was all 
done after Jones testified. It had nothing to do with the price war 
itself, it was merely an attempt on the part of my company, no matter 
how inefficiently we did it as to time, to keep a man in a service station. 
And we want them there. 

Senator Humpnurey. I do not deny that at all. 

Mr. Witetts. We didn’t do it to hurt competition, to hurt Jones, 
we didn’t do it to continue a price war, we did it for one reason, what 
would be the public reaction against my company if one Jones, a nice 
fellow, walked out of there and said, “I have had $5,000, six—whatever 
figure it was—invested, and Socony didn’t do anything for me; and 
I lost it.” 

Senator Humpurey. You are taking that side of the corner, sir, 
which I am sure is the full motivation and the full desire of your com- 
pany. But I want to ask you, when you look at any proposition you 
have to look at not only the assets of it, but the liabilities. 

Mr. Witetts. I agree with that. 

_ Senator Humpnurey. You not only have to look at the responsibil- 
ities, but the license that people sometimes exercise in the name of good 
deeds. 

What I am getting at is that just while you have retained this flexi- 
bility to adjust rents with social consideration and economic considera- 
tion for this dealer of yours, all of which is commendable, there might 
be, once this practice is initiated, an equal adjustment of rents to 
disturb the market. I am not saying by you, sir. 

Mr. Wittetts. I have a lot of papers here, and if I can find this, I 
would like to give it to you. Maybe I have got too many. 

_ In the year 1954, we didn’t give away all our rent. We paid rent 
in 1954 to landlords, $226,613; and we collected $223,262. There was 
a difference of $8,351. 
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We didn’t start any price wars with this money. We are in the busi- 
ness of making money for our stockholders and, at the same time, be 
fair to our dealers. And we aren’t going to use rent to subsidize any 
dealer. That is absolutely the policy of this company. : 

Senator Humpnrey. You have used rent to subsidize dealers. 

Mr. Witerts. I beg your pardon ? 

Senator HumpPurey. You have used rent to subsidize dealers. 

Mr. Witetts. No, sir. 

Senator Humpurey. You used rent to subsidize Mr. Jones. 

Mr. Witetts. I don’t like to disagree with you, but I don’t take 
that view. We did not use rent to subsidize Mr. Jones. 

Senator Humpnrey. You used it to save him. 

Mr. Witetts. We used rent, we only took from Mr. Jones as rent 
that amount of money that station was worth at the time, and under 
the situation that it was done 

Senator Humpnrey. Well, I want to say that this is a very com- 
passionate attitude. I shall be the last man to complain about a sense 
of compassion, because I believe that it is the duty of business and 
Government to have a charitable and compassionate attitude. 

But I want to say, if all house rents and all building and office rents 
and all commercial properties and manufacturing property rents were 
adjusted, month by month and week by week, in relationship to the 
economic well-being of the individuals that were occupying such 
premises, God bless the accounting system of this country. I mean, 
you would never be able to keep track of it. 

Mr. Wutetrs. Yes, but, on the other hand, you know I started out 
as a pretty poor guy, and I remember the depression, around 1930, 
when I was renting a house, and when I rented it I guaranteed to pay 
$100 a month for it, and I couldn’t pay the rent. Certain things had 
happened to me, some illness, and I went to the fellow and said, “I will 
have to move,” and he reduced my rent to $60 a month. That happens. 

Senator Humpurey. That is an entirely different situation. I 
concur in this. May I say I came from an equally poor stock and 
haven’t improved much since. 

Mr. Wutetts. I think you have. I don’t know where you came 
from, but you are certainly all right now. 

Senator Humpurey. I do not mean spiritually or physically, but 
in other ways. 

When the rent was adjusted on our properties, it was adjusted, they 
wrote it out and said Humphrey & Son, Inc. will pay now $175 in- 
stead of $325. We actually had that happen. 

Mr. Witterrs. We have done that now with Mr. Jones. He has 
a lease on which he knows he is going to pay a certain rent right now. 

Senator Humrurey. For a period of time Mr. Jones didn’t know 
this. 

Mr. Witetts. I testified to that, and I agree with you, he didn’t. 

Senator Humpurey. Now we have improved the practice, have we, 
Mr. Willetts? 

Mr. Witetts. Ithinkso. I hope so. 

Senator Humpurey. Good. 

Mr. Wituerrs. If we haven’t, why, it is going to be too bad. 

Senator Humpurey. What percentage of your lessee dealers have 
had their rents adjusted during the past 2 years? Could you give us 
any information on that? 
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Mr. Witterts. I don’t have the information with me; I can’t give 
itto you. I can determine it. 

Senator Humpnrey. Would you provide it for us later on? 

Mr. Witterts. I could, sir. 

Senator Humpurey. We would appreciate it, any of the amounts 
involved. 

Mr. Witterts. You are talking about it by individual dealers? 

Senator Humpnrey. Well, if you can give us the general picture, 
that will be*adequate. 

Mr. Wuterts. We will be glad to do that. I don’t like to put in- 
dividual dealers’ names in the record. 

Senator Humpnurey. If you want it respected confidentially, it will 
be so done. 

Mr. Wiuterts. I request that, because these are individual people. 

Senator [ftumpurey. I know you men are in competition. We don’t 
want to be the conveyor belt here of information. 

Mr. Witzerts. I am not thinking in terms of competition, I am 
thinking in terms of the individual dealer. 

Senator Humrurey. Yes, I understand that, sir. 

Again, just to conclude this part of it, I recognize the difficulty 
of your problem. I recognize the desire of maintaining good dealers 
in a station, when you have a very unwholesome competitive situ- 
ation. [I am not unaware of this. In many ways, I would be one of 
the first to commend you for what you have done. 

I just feel that this practice, in view of what is happening here, 
when a price war gets under way—the price war is, in a sense, 
aggravated because people become ever more desperate to try to sus- 
a themselves. There doesn’t seem to be any point of drawing a 
ine. 

It is almost like a person who has overdissipated and, rather than 
going and getting a rest or seeing the doctor, says “I, will take 
two more pills, or if I jazz myself up a little bit here now with a 
little injection or something, maybe I will get over this period.” 
And I think that this is just leading from one difficulty into another. 
That is my personal opinion, 

Mr. Witerts. Well, I don’t want to prolong it, Senator, but I 
really believe that if a company like mine, or like anybody else’s, 
takes out of a dealer in meals a situation more than that station is 
worth, it is rather a tough practice to follow. 

Senator Humpnrey. That’s right. 

Mr. Wutetts. I really think so. 

Senator Humpurey. Do you do this for dealers in my State? 

Mr. Wuterrs. Well, we are in an awful price war up there, I 
understand. 

Senator Humpurey. It just started; yes, sir. 

Mr. Wiuetrs. I don’t know the condition of our rents in that 
State, so it is very difficult for me to answer it. 

Senator Humpurey. What if a dealer just doesn’t have much busi- 
ness, do you make adjustments for him then, too? 

Mr. Witxetts. If we make a mistake, if the dealer doesn’t do much 
business and we think it is his fault, we don’t make any adjustment 
for him, to be honest with you; but, if we make a mistake in selecting 
a location, we can’t ask the dealer to pay for our mistake, either. 
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Mr. Ovom. You say the person operating the station himself deter- 
mines to a great extent the value of that station ¢ 

Mr. Wittetrs. The who—the person ? 

Mr. Ovom. The individual operating the station determines to a 
great extent the value of that station ¢ 

Mr. Wiutuetts. We have some idea of the value of the station 
before the dealer goes in. 


Mr. Opvom. Yes, I know. But you said if an operator makes a 
mistake 

Mr. Witerrs. I said if we make a mistake. 

Mr. Ovom (continuing). It would not in any way affect his effi 
ciency of operation, it wouldn’t affect his rent, at all? 

Mr. Wiutetts. I didn’t understand you, sir. 

Mr. Opom. His efficiency of operation would not affect his rent; 
that is, if he were inefficient ? 

Mr. Witterts. No. 

Senator Humpurey. I have just had called to my attention the gal- 
ley proof on some of our hearings at Newark, where Mr. Howard 
Frosio testified. 


The question was asked by Mr. Jehle: 


Have you ever considered buying Socony Mobil from an independent dis- 
tributor in New Jersey? 


This is a man who is apparently across the line in New York. 


Mr. Frosio. Yes; I have. I contacted a supplier who guaranteed me that he 
picks up perhaps all of the brands. They call it distressed products, I believe, 
or distressed gas. 

In other words, the storage field tanks are filled, the barges are still out in 
the river, and maybe there are a few hundred thousand gallons left in the barge, 
and he buys that distress product up and he can furnish me with Socony Mobil 
products. 

Mr. JEHLE. At what price, sir. 

Mr. Frosio. At 16.9 per gallon. This was, I am talking of, in July. 

Mr. JEHLE. In July of this year? 

Mr. Frosio. Yes. 

Mr. JEHLE. Was a definite offer made to you, sir, at 16.9? 

Mr. Frosio. Yes; it was. 

Mr. JEHLE. And tell us what happened. 

Mr. Frosio. I got in contact with my supplier to find out the legal technicality 
of how much hot water I could get myself into, and I must say they sent the top 
legal adviser down from Albany, N. Y., and he assured me that I could purchase 
gas from this supplier, but I could perhaps even try to pump it out of their tanks 
and their pumps if it were a Socony Mobil product. 

My contention was I have signed a contract, or an agreement, that I will pur- 
chase Socony Mobil products from Socony Mobil Oil Co., and I am to be sup- 
plied from Nyack, N. Y. But what the contract did not read is that I will be 
supplied at a competitive price. 

But if I am forced to pay 21.9 cents for a gallon of gas from Nyack, and I can 
pick up that identical same product for 16.9 in New Jersey, you are forcing me 
to pay a premium for the same thing, although in New Jersey it was not listed 
as a 16.9, it was a 4-cent or a 2-cent verbal allowance kickback. 

Mr. JEHLE. Tell us what happened. 

Mr. Frosio. I asked the counselor, I asked my district manager, “What would 
you do if you were in my position of having the loss and suffering the loss of 
gallonage over the period of years?” 

He said, “Howard, we would most likely do the same thing, but nobody has 
ever tried it. We would most likely test-tube you to death. In other words, 
is it or isn’t it Socony Mobil oil coming out of the tank if you are buying some- 
place else?” 

They requested and we arrived at a gentleman’s agreement to wait 10 more 
days before any action would take place, and the result was Socony Mobil Oil 
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has pulled all subsidies off in the Jersey situation, and from there on in I was 
satisfied that my neighbors in New Jersey, my Socony Mobil neighbor in New 
Jersey, Was paying the same price for gas as what 1 was, and that was all I 
vas after. 

Mr. Witterts. I would like to comment on that, sir. 

Senator Humpurey. Yes; please. 

Mr. Witxietts. Now Mr. Frosio has testified that he could buy 
gasoline at X price, 16.9, from somebody who bought barge ends of 
gasoline, presumably from our company. 

Senator Humpurey. Yes, sir. 

Mr. Wuetrs. Well, now, after an extremely careful examina- 
tion, I know of no legitimate way that that could have been done. 
We have tested, we have checked barge deliveries. We sell no barge 
ends of gasoline. 

We have a distribution system that knows when the tank will take 
wiiat is in the barge. We have checked our plants. We find no dif- 
ficulty with our stock, and I know no legitimate way that that could 
be done. I haven't discovered it. 

Senator Humpurey. Well, the interesting thing is that one of the 
legal advisers came down from the Albany office to talk with this man, 
and apparently, according to Mr. Frosio—and may I say again that 
none of this was taken under oath, none of this testimony. 

Mr. Witterrs. Somebody may have told Frosio this. I am not 
saying Frosio is wrong. 

Senator Humpnrey. He says: 

We arrived at a gentleman's agreement to wait 10 more days before any action 
would take place, and the result was Socony Mobil Oil has pulled all subsidies 
off in the Jersey situation, and from there on in I was satisfied that my neighbors 
in New Jersey, my Socony Mobil neighbor in New Jersey, was paying the same 
price for gas as I was, and that was all I was after. 

Apparently there must have been some concern here or the situa- 
tion wouldn’t have rectified itself, and I gather here that the counselor 
must have known Mr. Howard Frosio, because he addressed him by 
his first name. 

Mr. Witxerts. The counselor is one of our law staff from the Albany 
division office in Albany, N. Y. He came down there at the request 
of our district people, as I understand it, to talk to Mr. Frosio about 
buying Mobilgas from a distributor. 

Senator Humpurey. Yes, sir. 

Mr. Witxierrs. And putting it through our tank. 

Senator Humrnrey. That is right, and apparently the distributor 
in this instance was one who was picking up all kinds of brands of gas. 

Mr. Witetrts. Well, I don’t know the distributor to whom he 
referred. I don’t know who it is. 


Senator Humenrey. Well, his testimony was to the effect—Mr. 
Jehle said: 


Have you ever considered buying Socony Mobil from an independent distributor 
in New Jersey? 


Not one of yours, but an independent distributor. 


Yes; I have [says Mr. Frosio]. I contacted a supplier who guaranteed me 
that he picks up perhaps all of the brands. -They call it distressed products, 
I believe, or distressed gas. 

In other words, the storage field tanks are filled, the barges are still out in the 
river, and maybe there are a few hundred thousand gallons left in the barge, 
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and he buys that distress product up and he can furnish me with Socony Mobil 
products. 


Mr. JEHLE. At what price, sir? 

Mr. Frosio. At 16.9 per gallon. 

Mr. Witterts. Well, I say to you, sir, that I have examined that. 
I know of no way it could have been done. I know of no legitimate 
way that it could have been done. 

We sell no <listress gasoline. We don’t have any barge ends of gaso- 
line for sale, and I just can’t tell you how it @ould have been done. I 
doubt if the fellow who was offering this to Frosio could have done it. 

Senator Humpuery. It is possible that the man may very well have 
misinformed Mr. Frosio. That is a possibility. 

Mr. Witterts. We have carefully examined this. We have checked 
our stock. We have checked our deliveries in barges, and the only 
barge deliveries we make in northern New Jersey go to a company 
plant in East Rutherford. That is near Passaic, on the Passaic River. 

Mr. JEHLE. Have you discussed this matter with Mr. Frosio since 
his testimony ? 

Mr. Wittetts. I have not personally; no. 

Mr. Jenie. Has an employee of your company discussed this matter 
with Mr. Frosio? 

Mr. Witerts. Our people are calling on Frosio all the time. He 
is one of our good dealers, and they contact him all the time. Whether 
they discuss this particularly, I can’t answer you on that. 

Senator umpurey. What a man like Mr. Frosio is interested in 
here is just that he gets gas at the same price as his competitor. I feel 
a responsibility in these matters of protecting what I consider to be 
the integrity of these witnesses, because we asked them some questions 
that might have been embarrassing to them in their relationships with 
the companies, and Mr. Frosio was only asking for one thing. 

He got an indication that he could get Socony Mobil gas from a 
distress-gas dealer, so to speak. And he said, “If I can get it for 16.9 
there, I want Socony Mobil to supply it to me for 16.9.” That. was 
his point, you see. - 

Mr. Witerts. I have testified that I know of no legitimate way he 
could have gotten it from a legitimate dealer. 

Senator Humpnrey. Mr. Willetts, we want to thank you very much. 
I do not think we have any more questions. 

Mr. Wutetts. Thank you very much. It is nice to be here, and I 
just wish you a very happy holiday season. 

Senator Humpurey. Thank you. Andthesameto you. By the way, 
I wish that for all of you. 

Mr. Pickard. 

Mr. Picxarp. Good afternoon, Senator. 

Senator Humpurey. Mr. Pickard, you have been a very patient 
man and waited a long time. 


STATEMENT OF BURT W. PICKARD, PRESIDENT, THE CALIFORNIA 
OIL CO., PERTH AMBOY, N. J.; ACCOMPANIED BY WILLIAM W. 
OWENS, COUNSEL 


Mr. Pickarp. Senator, I appreciate the opportunity to appear be- 
fore your subcommittee." 


% Authorization subsequently obtained to include in printed record the reply of Cali- 
fornia Oil Co. to committee questionnaire. See appendix XI, p. 625. 
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Senator Humpurey. Thank you, sir. 

Mr. Pickarp. I wish to assure you that, within my power, I want 
to do anything we can to clarify and improve this situation in New 
Jersey. 

Inasmuch as our name has been mentioned several times, with your 
permission—I know time is getting short. It is a rather short state- 
ment, about six pages—I think it might be well if I read this. 

Senator Humpurey. Proceed. May I suggest to you, as I did to 
Mr. Willetts, who cooperated on this matter, that if you run into a 
paragraph or two that is somewhat repetitious of the New Jersey 
situation, that is not new material, why don’t you just pass over it, 
and the reporter will print it as if it were read? 

Mr. Pickarp. Fine. 

My name is B. W. Pickard. I reside at 34 Byron Road, Short Hills, 
N. J. I am president of the California Oil Co., a Delaware corpora- 
tion which has its principal place of business at 1200 State Street, 
Perth Amboy, N. J. For brevity, I shall hereafter refer to my com- 
pany as “California.” 

I have read the statements which were made before this subcom- 
mittee on July 22, October 19, and October 20, by certain retail deal- 
ers In gasoline in the State of New Jersey. I propose to outline our 
methods of doing business and to answer the statements of the deal- 
ers insofar as they pertain to gasoline marketed by my company, 
For the most part I shall confine my remarks to New Jersey, be- 
cause I believe that that is the area in which this subcommittee is 
immediately interested. 

California has a refinery at Perth Amboy with a rated capacity of 
approximately 74,000 barrels of crude oil per day. California is 
engaged in the refining of crude and the sale of the refined products, 
including, among other things, gasoline, kerosene, heating oils, and 
industrial fuels. It also sells lubricating oils and greases. Califor- 
nia’s trade name for its gasoline is “Calso.” It markets its gasoline 
in the six New England States, in the District of Columbia, and in 
the Middle Atlantic States from New York to Virginia, with the 
exception of Maryland. It has been engaged in the marketing of 
gasoline since 1946. Its gasoline business in New Jersey is relatively 
small. During the first 8 months of 1955, it sold less than 4 percent 
of the gasoline marketed in New Jersey. 

California does not sell gasoline to retail dealers. California sells 
only to wholesalers. They are generally called distributors in the 
oil industry, and I shall use that term. 

California has 13 distributors in New Jersey. Each of these dis- 
tributors is under contract, varying from 1 to 12 years which calls 
for the sale of gasoline by California to the distributor. 

None of our contracts with distributors in New Jersey requires a 
distributor to purchase all his gasoline from us. He is free to buy 
elsewhere as long as he does not sell other gasolines under our brand 
name. None of our contracts prescribes the resale price; and we do 
not control the resale price. The distributor is free to charge what 
he pleases. 

alifornia owns 55 retail filling stations in New Jersey. It holds 
34 retail stations in New Jersey under long-term leases. In every 
instance but one, it leases or subleases those stations to its distributors 
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for terms varying from 1 to 5 years. The single exception is a small 
retail filling station on its refinery property at Perth Amboy, which 
California operates. This station sells about 230 gallons a day, prin- 
cipally to our refinery employees. 

None of our service-station leases and subleases to distributors re- 
quires the sale of our gasoline exclusively at the service stations. Any 
other gasoline may be sold as long as it is not sold under our brand 
name and as long as ours receives at least equal featuring. 

We believe that every station, but four, which we lease or sublease 
to a distributor has in turn been sublet by that distributor to an 
operator. We do not prescribe the rent which the distributor is to 
charge the operator. We do not prescribe or suggest the form or 
contents of the sublease or other agreements between the distributor 
and the dealer. We do not see the sublease or other agreements. 
We usually do not know the rent; and in general we have no familiar- 
ity with the transactions between a distributor and the dealer he 
supplies. ‘Those transactions are handled entirely by the distributors, 
who conduct their own independent businesses. 

In short, the divorcement of refiner and dealer which some of the 
dealers seem to advocate has always existed insofar as California is 
concerned. We have no transactions with the dealer. 

Senator Humpnrey. Why do you own these stations ¢ 

Mr. Pickarp. We own these stations so that we can work with the 
distributor in improving the sale of our branded product in his area. 
Many of these distributors are not financially in position to erect 
the type of station that is truly representative in his area. 

Senator Humpurey. In other words, this is what you would call in 
part to maintain a reputation of your product and its acceptability / 

Mr. Picxarp. That is right, in trying to build up the reputation 
of a branded product. 

Senator Humpurey. In light of the fact that you do not deal di- 
rectly with dealers, it seems somewhat unusual to own the stations 
and then lease the stations to the distributor, who, in turn, subleases 
them to the dealers. 

Mr. Pickxarp. Yes; I know, Senator. However, you cannot do both. 
If we are going to operate as a distributor company, then we have 
not chosen to — directly. In other words, I would call that in 
effect dual marketing. We do not engaged in dual marketing. 

I will not minimize the adverse etfect upon many New Jersey 
dealers of the intermittent price wars which have existed in that 
State for 5 or 6 years. I do not deny that many dealers have, as a 
result of the price wars, been operating over extended periods at little. 
if any profit. I believe that the principal reason for this state of 
affairs 1s that the dealer is in fact his own master and that some 
New Jersey dealers have abused their freedom, to the detriment of 
the dealers generally and of all their suppliers. 

The retail gasoline business is highly competitive. Only an op 
erator who is an able businessman will succeed. Success, of course, 
depends partly on securing a substantial volume of business. The 
way to get continuing volume is to sell a high quality product, to 
give good service, and to know the customers; but there are some 
who delude themselves into thinking that they can do it merely by 
reducing the price. The trouble is that there are too many dealers 
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in New Jersey who have made that mistake; and that, in my opinion, 
is the major cause of the price wars. When dealers begin to cut 
prices their competitors begin to lose business and usually find that 
they too must reduce prices if they are to keep their customers. But 
most of them cannot reduce their prices and make a fair margin of 
profit. That is because they lack the equipment and the capital 
which it takes to increase gallonage by reducing prices. 

Without increased gallonage they may not survive on the lower 
margin of profit. So they call upon their suppliers for assistance, 
ind the suppliers usually give it to them in order to keep the dealers 
from going under. 

Having granted the price reduction to dealers who merit it, the sup- 
pliers find that the law requires them to give the same reductions to 
the price cutters. The price cutters then can reduce still more and 
the downward spiral is in full swing. 

Although my company does not sell to dealers, it cannot avoid in 
volvement. Its distributors must make concessions to their dealers 
in areas affilicted by price cutting; and the distributors call upon us 
for help. 

We then send our men out to affected areas to find out what the retail 
price situation is. If it has deteriorated, we do the best we can to 
determine whether our distributor has himself contributed to the 
deterioration. If we find no evidence that he has and if it appears to 
us that his dealers must have help to stay in business, we grant tem- 
porary assistance, 

We do not bear the entire burden. We bear only part of the price- 
war allowance which our distributors give their dealers. If we bore 
the entire allowance, the distributor would have no incentive to resist 
price concessions when they were not necessary. 

I do not like price wars. My company does not like them. They have 
cost us hundreds of thousands of dollars in New Jersey alone. I sup- 
pose that we, like the dealers, would be glad to go merrily along with- 
out the threat of price competition. But that is not the rule of the 
vame as laid down in the antitrust laws. Congress apparently decided 
that free competition was preferable to the alternative. I think the 
decision was right; but it leads to abuses. 

At the hearing of July 22, a uniform reduction by the major oil 
companies in the available supply of gasoline was suggested as a 
possible solution. I presume this could be done only by agreement, and 
our lawyers tell us that the antitrust laws are squarely against such 
agreements. Moreover, I do not think the trouble is oversupply. It 
is the failure of an appreciable number of the dealers to resist the 
temptation to increase volume the easy way—by initiating an economic 
law of the jungle. 

_ Back in June of this year an operator of a New Jersey service sta- 
tion flying the Calso flag, a station which California neither owns 
nor leases, reduced the price of gasoline under the prevailing depressed 
price in his area. His volume, as far as we could observe, trebled. 
We felt that this dealer’s activities were aggravating the price war 
and we suspected that our distributor was assisting him. We under- 
stood that we could not lawfully do anything to stop it. 

rhe case was typical of divorcement—the divorcement which, if 
I read the minutes correctly, has been suggested as a means of putting 
66238—56—pt. 3——_15 
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an end to price wars. If we had operated the station, the price would 
not have been reduced below the prevailing market level. 

I do not think price wars in New Jersey will always exist, but I am 
confident that, if they are to be ended, the principal effort will have 
to come from the dealers themselves. The dealers must realize the 
importance of selling at a price which will afford a reasonable profit 
to all who are willing to put forth a determined effort. The dealers 
must realize that additional volume obtained by price-cutting is only 
temporary. 

I do not want to give the impression, however, that I think the dealer 
always bears the salp suapenelllity for price wars. Suppliers th many 
instances have undoubtedly prolonged price wars by giving concessions 
to those who do not deserve them. When a price war breaks out and 
a dealer calls for assistance, the supplier usually has no reliable way 
of determining how it started or whether it is being fed by subsidies 
from other suppliers. It is not to be expected that a supplier will 
permit his dealer to founder because of that uncertainty. He will 
give his dealer assistance if the dealer has proven himself to be reliable. 

You may ask why price wars are so prevalent in New Jersey when 
at the same time they are relatively infrequent in neighboring States. 
I don’t know. Underlying conditions in New England, New York, 
Pennsylvania, and other eastern seaboard States appear to be similar 
to those in New Jersey. The refiners are no less anxious to sell there 
than in New Jersey and their sales efforts are no less aggressive. We 
have had price wars elsewhere—in southern Maine, eastern Massachu- 
setts, Rhode Island, eastern Connecticut, and eastern Pennsylvania. 
But, with the possible exception of the New Haven-Springfield area, 
they have not been as prolonged. 

There are some statements of fact concer ning California, which were 
made by the dealers who appeared before you, which I want to correct. 

One dealer has told you that, to the best of his knowledge, Cundiff 
Oil Co. is the only Calso distributor in southern New Jersey. That 
has never been so. We have four distributors who operate in the area 
south of Trenton. ‘There used to be more. One of these four distrib- 
utors operates in Cundiff’s territory. The others are in areas adjacent 
to Cundifl’s territory. 

The same dealer told you that Cundiff had 300 or 400 dealers. Cun- 
diff tells us that it has less than 40. We believe that to be true. Based 
on the gallonage Cundiff buys from us, it would have to be delivering 
the gasoline to its dealers in uneconomic loads if it had 300 of them. 
We do not think it buys elsewhere, though it is at liberty to do so. 

The same witness said that our distributor, Cundiff Oil Co., had a 
contract with a dealer which required the dealer to resell at prices 
dictated by Cundiff. I do not know whether that is so or not. We do 
not look at our distributors’ contracts with their dealers, and we do 
not ask whatisinthem. I doubt that we could lawfully doso. Either 
we keep out of our customers’ affairs, for which some people criticize 
us, or we tell our customers what to do, for which the same people 
would cer tainly criticize us. 

One of the dealers said that California had set up distributors to 
do its “dirty work.” He seemed to think that it was the distributors 
who were precipitating price wars by giving concessions to the deal- 
ers. That means, if I interpret it cor rectly, that your witness thought 
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we should either police the distributor by dictating his resale price 
or do away with him altogether by selling direct to the dealer. 

The first remedy would, I understand, be illegal price fixing; but, 
even apart from illegality, I am sure we would be accused of making 
an errand boy out of what should be an independent businessman— 
the same accusation which has been made before this subcommittee 
against the refiners who sell directly to dealers and who are supposed 
to have told the dealers what prices to post. The second remedy— 
abandoning the distributor and selling direct to the dealer—is the 
opposite of the divorcement which has been advocated by others who 
came before this subcommittee. 

When my company cut off a New Jersey distributor in 1951 be- 
cause he did not pay his bills, we were called on to explain to this 
same committee why we did it. Your committee called him a small- 
business man and was concerned that our action might put him out 
of business. 

Senator Humrnrey. Now, tell me about that. I have been on this 
committe since its inception. I don’t recall that. I am sure it hap- 
pened, but I would like to know when it was. Was it at a committee 
hearing ¢ 
Mr. Protease. Yes, sir; it was a committee hearing. 

Senator Humpnrey. Was it when Senator Schoeppel was conduct- 
ing the hearings? 

Mr. Pickarp. I think it was before Senator Duff. 

Senator Humpnrey. Before Senator Duff? 

Mr. Picxarp. That is right. I have the evidence here, which I will 
submit. 

Senator Humpnrey. Was that the whole basis of the inquiry? 

Mr. Pickarp. The inquiry was that apparently this distributor 
complained because we had cut him off. it was for credit reasons. 
And our president at that time, and I believe Mr. Owens, who is here 
with me, our attorney, or counsel, came down and presented the case. 

It was agreed, I think, by the subcommittee at that time that our 
action had been fair and right. 

Senator Humrnrey. A public hearing on one case? 

Mr. Pickarp. Mr. Owens, was that a public hearing ? 

Mr. Owens. There was no public hearing. We were asked to see 
the Senators privately, and we saw 3 or 4 of them, as well as the 
secretary to this committee, whose name was O’Connor, at the time. 

Mr. Picxaxrp. Senator, here is the complete—— 

Senator Humpnurey. I have just been informed that these hearings 
were not public. They must have been related to some particular 

Mr. Owens. This was not a public hearing, sir. 

Senator Humpnrey. I see. We have many times in the Senate 
Small Business Committee attempted to help individual businessmen 
when their complaints were brought to their Senators, just as you 
might attempt to help dealers when their complaints are brought to 
your offices. 

We are in the job of serving the public. I just did not want this 
record to show that one individual complaint, one individual busi- 
nessman, becomes a matter of a full public hearing. We generally 
handle these things privately with whatever cooperation the staff 
could extend. . 

Is that what happened to you? 
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Mr. Owens. That is what happened to us, sir. 

Senator Humpurey. Was it strictly a credit proposition? 

Mr. Owens. You mean, was the reason we cut him off strictly 
credit ? 

Senator Humpurey. Yes. 

Mr. Owens. Yes, sir; it was. 

Senator Humpurey. Is that what the committee was informed by 
the man who complained ? 

Mr. Owens. No. He said that we had cut him off because an ex- 
change deal that we had with one of the oil companies had expired, 
and we didn’t have supplies of gasoline for him. 

Senator soma 9c I see. 

Mr. Owens. I believe that is what we were told he said. We never 
saw the sean he filed. The committee would not show it to us. 
But they read parts of it to us, and, as I recall, that was one of the 
charges that he made. 

Senator Humenrey. Thank you, sir. 


Mr. Picxarp. Is that all on that, Senator ? / | 
Senator Hlumpurey. Yes. Thank you. I just wanted to get it | 
clarified. . 


Mr. Pickarp. My company is not large as refiners’ operations in | 
this part of the country go. I think we sell less than 4 percent of all 
the gasoline sold by refiners in New Jersey. We have gone into the | 
gasoline business thousands of miles from the gasoline operations of | 
any of our affiliates. We have done it as an independent. operation. 
We try to keep one small-business man, the distributor, in business 
and you are cold that we are thereby ruining another. If we should 
short circuit the first, we would be called monopolists, as have some 
of the other refiners by witnesses before your committee, and the 
remedy that has been suggested is divorcement. This means put- 
ting the distributor back into business, because someone else must 
sell to the dealer if the refiner may not lawfully do so. 

The evil which this committee is trying to stop is largely the result 
of competition among hundreds of sm: all-business men. The prin 
cipal way it can be stopped i in a free economy is by the dealers them 
selves. When the price cutter reaches a state of economic maturity 
where he won’t destroy his own kind by trying to make a quick dol 
lar for himself, price wars will be few. Dealers have reached that 
state of mind in many places—but New Jersey still has too many who 
are shortsighted. 

Senator Humrenmrey. Mr. Pickard, is your company supplying Save 
way, Merit or Best? 

Mr. Pickxarp. Not directly, sir. 

Senator Humenurey. Do your distributors supply Saveway, Merit or 
Best ? 

Mr. Picxarp. We have a distributor that supplies al at least a part of 
Saveway’s requirements ; Best, I am sure not. 

Senator Humpnrey. What about Merit? 

Mr. Pickarp. This distributor also supplies a portion of Merit, what 
portion I do not know. 

Senator Humpurey. Would you give us the name of the distributor’ 

Mr. Picxarp. Yes, sir. The Meadville C orp. of New Jersey. 
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Senator Humrurey. Do you have the distributor system of han- 
a your products in all States in which you engage in the oil 

us ines? 

Mr. Pickarp. The California Oil Co. operates in all States entirely 
through distributors. 

Senator Humpurey. In all States entirely through distributors? 

Mr. Prckarp. That is correct. 

Senator Humpurey. There is no direct sale ? 

Mr. Pickarp. With one exception, other than the one I mentioned. 

Senator Humpurey. Your own company ? 

Mr. Pickarp. We have 1 station, and we also have 4 New York 
throughway stations that we operate directly, and there will be 2 more 
next year. 

Senator Humvurey. That is on the throughway ¢ 

Mr. Pickarp. That is right. And those are leased from the State, 
and we operate them. 

Senator Humpurey.. Are you a subsidiary of Standard of Cali- 
fornia ¢ 

Mr. Pickarp. That is correct. 

Senator Humpurey. And they operate directly; do they not? 

Mr. Pickarp. They operate directly, and also through distributors. 
Senator HumMpnrey. You mentioned one point here, that one dealer 
has told you—you mentioned here that one of your Calso dealers— 
not your ‘dealer but a dealer for a distributor—had engaged in sub- 

stantial pri ice cutting. 

Mr. Pickarp. That is right. 

Senator Humpurey. I believe it was on page 3 of your testimony: 

We felt that this dealer’s activities were aggravating the price war and we 


suspected that our distributor was assisting him. We understood that we could 
not lawfully do anything to stop it. 


The case was typical of divorcement—the divorcement which, if I read the 
minutes correctly, has been suggested as a means of putting an end to price wars 
If we had operated this station, the price would not have been reduced below the 
prevailing market level. 

If you had personally operated it, not on a lessee arrangement ? 

Mr. Picxarp. Of course, there we would have no control of the 
price, 

Senator Humpurey. Well, for the convenience of time, just 1 o1 
more questions before our last witness. 

You had a statement here on page 3: “We bear only part of the 
price-war allowance which our distributors give their dealers. If 
we bore the entire allowance, the distributor would h: ave no incentive 
to resist price concessions when they were not necessary. 

How does that system work, how much of the burden do you bear? 

Mr. Pickarp. We are bearing 75 percent. 

Senator Husarenrey. Then couldn’t you in the instance of this one 
station that was price cutting—couldn’t you have said to that dis- 
tributor, “If this kind of thing keeps up, we don’t want to bear our 
share of the burden”? 

Mr. Pickarp. In this particular case we were not giving the dis- 
tributor a voluntary allowance. We are talking here that we only 
bear that portion defensively where our distributor, our field people, 
have determined that there is a voluntary allowance or allowances that 
we must make: and we do that. We don’t bear all of that volunt: iry 
allowance. The distributor bears 75 percent, we bear 25 percent 


aw 
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In the other case, Senator, he didn’t ask us for a voluntary; he 
was working within his regular competition, we had no control of the 
situation. 

Senator Humenrey. Over this particular distributor? 

Mr. Picxarp. That is corrrect. We feel that the distributor, or 
any—this could go to dealers, but we don’t handle dealers directly— 
that, where it is apparent, or from what you can learn it is apparent 
that they need help to meet competition, that, if the distributor bears 
part of it, he has a real incentive to try to stabilize that market, 
whereas, if we bore all of it, we feel that we wouldn’t have the incentive 
to try to do his part. 

Senator Humpnrey. Who do you think starts this price cutting 
competition ? 

Mr. Picxarp. Well, that is a difficult thing. I have been here only 
8 months, and I have tried to think this thing out in my mind; some- 
times it looks like a dog chasing its tail. I do think that usually it 
starts at the dealer level. It is the dealer, some dealers, who feel 
that the way to get quick volume is to cut the price. Then, of course, 
we know fror all the testimony what happens, because the other fel- 
low is going to meet him, and eventually the other fellow and every- 
one has to call to his supplier for help. 

Senator Humpnrey. Did you hear the testimony of—I believe it 
was Mr. Wright of Sun Oil? 

Mr. Proxaxp. Yes. 

Senator Humrurey. He related how the Sun Oil record revealed 
how this price war started, I believe it was with a Saveway station 
making a substantial cut of 5 cents a gallon or so. 

Mr. Prcoxarp. It could have been a factor. I would like to say, as 
far as Saveway stations were concerned, we were not the supplier at 
the time he was talking about, we took it over shortly thereafter. 

But, getting down to the basic thing, I think in this area or in any 
other area that I have had experience with, that you will always have 
the no-brand supplier. 

Senator Humpnrey. You will always have? 

Mr. Picxarp. You will always have. You will always have the man 
who is usually well financed who is able to buy in large quantities and 
get asupply. And I think that you have to, within a certain limita- 
tion, expect that. 

Senator Humpnprey. They are independent business; are they not! 

Mr. Picxarp. That is right. And further, Senator, if a branded 
operator or a branded supplier tries to reduce his price to meet that 
situation, he isn’t going to cure it, in my opinion. What he is going 
to do is eventually bring down his brand and the other brand around 
that supplier. And I think that they are going to forget that quality 
and service and so forth can offset that. It is historical in the indus- 
try—lI think you are aware of this, Senator—that good branded oper- 
ators can live within—if the difference isn’t over 2 cents—can live 
with that situation, and do. 

I don’t mean by that that I think that suppliers in general don’t 
have a responsibility when they take on that sort of account. I might 
say this, that at the time we took that account on—he is a jobber—that | 
we made a contract and it was 5 years. And for the reason that it | 
now suits our purpose to concentrate on branded sales—our contract | 
expires with that man the middle of next year—we are not renewing | 
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that contract for the reason that we do want to concentrate on and 
upgrade our Calso brand. 

However, I am certain that that man will be able to find an adequate 
supply. 

Senator Humrnrey. You havea number of distributors, as you have 
indicated here. Do they all pay the same price ¢ 

Mr. Pickarp. Approximately so. The basic discount below tank- 
wagon is the same. The only difference is, depending on how far 
they are away from the refinery, the hauling. But the basic allow- 
ances to distributors are approximately the same. 

Mr. Jenue. They all pay the same price, Mr. Pickard? 

Mr. Pickarp. They are based on the tankwagon price in the area. 

Mr. Jenx~e. You give them a discount off that? 

Mr. Pickarp. That is right. The posted tank price. 

Senator Humpurey. Do they all receive voluntary allowances in 
the same amount ? 

Mr. Pickarp. In an area; yes, sir. 

Senator Humpnurey. In an area? 

Mr. Picxarp. That is right. Now, in New Jersey there has been 
one posted price. 

Senator Humpnrey. All your distributors in New Jersey receive the 
same voluntary allowances ¢ 

Mr. Pickarp. They would receive the same voluntary allowances in 
the areas where it has been determined that they are needed to help 
their dealers. But, as far as this discount off the posted tankwagon, 
it is all based on the New Jersey tankwagon price of 15 cents, less the 
one-half cent voluntary that is posted. 

Senator Humrenrey. If you have a distributor who sells your prod- 
uct to a dealer who substantially reduces the going price in the retail 
market, then you are compelled to meet price-war competition which 
your own product started. Isn’t that kind of a vicious circle ? 

Mr. Pickarp. You are assuming that it started it. 

Senator Humpnrey. You said so, I mean in your testimony. 

Mr. Pickarp. Well, you are talking about this one particular case 
here? 

Senator Humpnrey. Yes. 

Mr. Pickarp. Well, you see, we don’t have to give a voluntary 
allowance, because the dealer’s discount is based on the posted tank- 
wagon. Therefore, we can use our own discretion in giving the 
distributor a voluntary in any area. And wedo. The only voluntary 
that I spoke of we give universally is the one that is posted, which was 
brought out here, a tankwagon of 15 with a half-cent voluntary, or 
1414. That isthe only one we give universally. 

Senator Humpurey. Let’s assume that the same distributor who had 
1 dealer that you testified to making a substantial cut, also had 25 or 
30 other dealers, and those 25 or 30 dealers now are faced with the 1- 
dealer cut. So they come in to the distributor, and they say, “Look, 
this man is cutting the price. We have to cut the price. We want to 
be sure that we get a little extra concession along the line here so that 
we can meet this price.” 

Then aren’t you in the situation of having a distributor who supplies 
a dealer with your product, said product being used in this instance as 
the commodity to cut prices, which foments a price war, and goes right 
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on back around the circle to the distributor, who comes to you and 
says, “Look, I have trouble. I have dealers who are cutting prices. 
You have to give me a temporary competitive allowance on the basis 
of your own product.” 

Mr. Pickarp. Well, of course, if we gave a temporary to a distribu- 
tor for any one account in an immediate area, we would have to give 
it to the rest ; that is true. 

Senator Humenrey. All right, Mr. Jehle. 

Mr. Jenie. At what competitive level, Mr. Pickard, is your com- 
pany meeting competition in your gr anting of voluntary allowances / 
Is it at the wholesale level, at the retail level or is it in the interest of 
the business of the public? 

Mr. Pickarp. It is primarily at the wholesale tankwagon level. 

Mr. Jente. But you do have long-term contracts, I understand, with 
your distributors, with one exc eption ¢ 

Mr. Picxarp. That is right. They average, Mr. Jehle, about 
years. We have 2 that are long- term, but the average for all of these 
is 3 years. We have 1, as we outlined here, that runs for 13 years. 

Mr. Jente. That man couldn’t buy products from you and also from 
another supplier; could he ¢ 

Mr. Pickarp. Technically, he could. As we have said, he can buy 
other ea ope I don’t think he does. If he decided to buy other 
products T don’t think we could hold him. 

Mr. Jenie. But the position of your company is that you are meet 
ing competition at the wholesale level. 

Mr. Pickarp. That’s right. 

Mr. Jenve. In granting these voluntary allowances / 

Mr. Picxarp. That’s correct. 

Mr. JenHve. To your distributors? 

Mr. Pickarp. That’s right, because our distributor price is based 
on the wholesale level. 

Mr. Jenie. How do you arrive at this figure of 75 percent? Your 
company pays 75 percent of the voluntary allowance given the dealers 
themselves ? 

Mr. Pickarp. For example, in New Jersey, I can’t tell you just 
when, but there was as high as a 3.3 voluntary at the tankwagon 
level. In that case we gave 7 15 percent of that. 

Mr. Jennie. You give 75 percent and expect your distributors to 
make up the other 25 percent ? 

Mr. Pickarp. That’s correct. 

Mr. Jeune. I just wanted to get the facts right. 

Mr. Ovom. I want to ask one question. Mr. Pickard, your distribu- 
tors, as I understand it, sell to dealers who fly your colors and dealers 
who don’t; is that correct ? 

Mr. Pickarp. Yes; our distributors, some of our distributors, sell 
no brand. . 

Mr. Opom. Some of them sell no brand # 

Mr. Pickarp. Some do not. 

Mr. Opom. Do some sell both ? 

Mr. Pickarp. Some sell both; yes. 


Mr. Opom. This distributor w ho sells Saveway, does it sell both ? 
Mr. Pickarp. No, sir. 
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Mr. Ovom. You do have some situations where we would assume 
that, if a gasoline is being sold to a brand dealer, that is the gasoline 
that is going to the gasoline dealer, that would be at a higher price, 
would it not, than the gasoline that is going to a no-brand dealer 

Mr. Prexarp. Usually so. I might state > that that case is mentioned 
today on Rein; one of our distributors was serving that account, and 

inder the Calso brand, as was brought out in Mr. Wright's testimony. 

Now, that is one time that we fair traded because the only thing 
we could do in the situation was to fair trade it and get a judgment to 
cease selling under the Calso brand. 

But we do have some distributors who sell no-brand. I might say 
that our present policy is drawing all of our distributor contracts, our 
new contracts, from no-brand. W e are moving away from no-brand 
sales, 

Mr. Ovom. Your discount against tankwagon to your distributors 
who sell entirely to no brand is the same: is it not ‘ 

Mr. Prckarp. That’s correct. 

Mr. Ovom. As it is to the other? 

Mr. Picxarp. That’s right. 

Senator Humpnrey. One of the witnesses testified as to aggressive 
competition that came in from California. That primarily took place 
among these distributors. 

Mr. Prcekarp. That’s correct. At the time we came here in 1946, 
there were quite a few of the distributors who were distributors for 
other companies, and all of these were, with one exception. I think 
probably one reason that our people were able to secure quite a few 
distributors at that time was, that they had gone through a war period 
of allocation, and were rather unhappy with some of their suppliers. 

Some of them we were able to secure rather rapidly because their 
existing suppliers were dual operators. In other words, they were 
distributors operating against the company in the same area, which 
they didn’t like. 

And, I think one reason we took on as many distributors as we did 
in so short a time was because of the fact that we announced our 
policy, that we were going to be a strictly distributor company, which 
appealed to many of ‘them. 

Senator Humpurey. I think that will be all. 

Mr. Pickarp. Thank you. 

Senator Humpurey. Thank you very much. It is getting so late 
here, I want to hear Mr. D. J. Smith. 

Is Mr. Smith here? Mr. Smith? 

Mr. Jackson. No, Mr. Chairman, my name is Jackson. 

Senator Humpnurey. Are you representing Mr. Smith? 

Mr. Jackson. I am representing Mr. Smith. He asked me to con- 
vey to you his regrets that he could not attend. He has been out of 
ihe country. 

Senator Humpnrey. And your full name, sir? 

Mr. Jackson. Hugh FE. Jackson. 

Senator Humpurey. And your present position ? 

Mr. Jackson. I am general manager of sales, American Oil Co., a 
Maryland corporation, headquarters at 555 Fifth Avenue, New York. 

Senator Humrurry. All right, sir; will you proceed ? 
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STATEMENT OF HUGH E. JACKSON, GENERAL MANAGER OF SALES, 
AMERICAN OIL CO., NEW YORK, N. Y. 


Mr. Jackson. Senator, if I m: Y I would like to give you a few facts 
covering our operation in New Jersey, and, because of the late hour, 
leave it up to you how much more information you require.” 

Senator Humrnurry. You don’t have a prepared statement? 

Mr. Jackson. I do not; no. 

Senator Humpnrry. You go ahead and give us anything that you 
think would be new or helpful. On anything repetitious, “Mr. Jack- 
son, I suggest that you avoid further comment. I mean by that that 
we know now about the stages, all about the competitive situation on 
the eastern seaboard. 

Mr. Jackson. Yes. In the State of New Jersey the American Oil 
Co., as of August 15, 1955, sold to 643 retail service stations. Forty- 
six were company-owned, 197 leased, and 400 dealers on sales contracts. 
The company-owned stations and the leased stations represent ap- 
proximately 38 percent of our business. 

Senator Humrpurey. Do you have any distributors? 

Mr. Jackson. Yes, sir. I was coming to that. We have six 
branded distributors who purchase equivalent to 38 percent of the 
gasoline sold by us in the State of New Jersey. Two of these dis- 
tributors have their own assigned territories. There is no dual oper- 
ation. Four of them do operate in some of the territory that we 
have direct operation in. In other words, there is an overlap. 

In addition to these distributors, we have 4 small unbranded dis- 
tributors, representing about 4 percent of our sales of gasoline. Our 
tankwagon price on our regular gasoline today is 14% cents. 

We have no consignments with any service-station operators. We 
have no commission-operated service station nor do we have any com- 
pany or salaried operated stations. We recognize that the situation 
as to price in the State of New Jersey is a serious one to all concerned. 
It is particularly so to our dealers, as well as to our company. 

At the present level we can’t make any money. We probably don’t 
lose any, but we certainly don’t make any. Our sales represent 
approximately 6 percent of the entire market in the State, and, 
roughly speaking, even today we consider the present tankwagon 
price at least 1 cent below what it should be for a profitable operation. 

We do not have any competitive price allowance in effect in New 
Jersey at this time. We have employed CP A’s, as we referred to the 
competitive price allowance, in the past, going back for several years, 
in order to keep our own dealers in business as best we could. 

I don’t believe I have anything else to add. 

Senator Humpnrey. What about rent adjustments? 

Mr. Jackson. Rent adjustments? We do make some rent adjust- 
ments. We can’t operate without doing that. But we provide our 
CPA’s a price adjustment, and not rent, for that purpose. 

Senator Humprrey. How do you assess rent, by gallonage? 

Mr. Jackson. We have both ways. And, in ‘the State of New Jer- 
sey, according to our late figures, the difference in rent receivable and 
rent payable « on a lease location which we treat as a real-estate trans- 


% Authorization subsequently obtained to include in wee record the reply of American 
Oil Co. to committee questionnaire. See appendix XII, p. 626 
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action, we have about thirteen one-hundredths of a cent difference, 
which is very good. 

Senator Humpurey. Now, Mr. Jackson, we are nearing the end of 
this 2-day hearing. I have noticed thus far that all the witnesses 
who have testified deplore the situation, that it is uneconomic, that it 
has cost the respective companies thousands and thousands of dollars. 

Mr. Jackson. It is in the millions, I would say. 

Senator Huwpurey. I was going to be conservative about this. 
And it has cost the economic lives of dealers, and there is a recognition 
by all of us that all dealers do not survive even under the most favor- 
able considerations. 

But there was testimony to the effect, and I think generally con- 
curred in, that some very competent dealers, able and industrious, 
have also been washed out, or at least have suffered rather severe 
economic adversity. Everybody seems to say this is a bad situation, 
and yet no one seems to be able to do very much about a situation which 
seems to be costing them, as you put it, millions of dollars. It seems 
to me that this is a most incredible situation. 

Now the comment also indicates that one of the reasons for this 
price war is the so-called unbranded or nonbranded gas outlets. Do 
you supply those nonbranded gas outlets ? 

Mr. Jackson. No, sir. 

Senator Humpurey. Saveway, Merit, Best ? 

Mr. Jackson. No, sir. 

Senator Humpurey. Do any of your distributors supply them? 

Mr. Jackson. No. 

Senator Humpurey. The problem of price competition is not one, 
within itself, that is bad or deplorable. It is a matter of degree. 

Now apparently we may have to quit calling this a price war up in 
New Jersey and just frankly confess that prices are lower in New 
Jersey, and if that is the case, the only question then becomes the 
margin of profit on the part of the dealer as related to his supply cost 
from thesupplier. I gather the dealers were not complaining so much 
about low prices as they were low profits. 

Mr. Jackson. That’s correct. 

Senator Humpurey. One of the things that has interested me is 
that a tankwagon price to a dealer is, of course, more than the price 
would be for a similar gallonage to a wholesaler, because a wholesaler 
has to have some area of profit. This nonbranded, or unbranded, 
operator has to pay for gasoline, too, and he gets it someplace. It 
comes up by either pipeline or barge or tanker. 

Is there any possibility that in the New Jersey situation, with 
volume sales a as are taking place up there, that the margin of 
profit to the dealer could be expanded so that the retail price of the 
nonbranded dealer could be more readily met ? 

Mr. Jackson. Let me see if I understand you, sir. 

Senator Humpurey. I suggest an honest tankwagon reduction. 
Quit calling this situation an emergency, because, apparently, these 
competitive conditions are going to continue. I have not heard any 
evidence indicating that anyone here has found a way to stop it. 
Everybody deplores it. 

, Mr. Jackson. That is quite true. There is possibly a way to stop 
it. 

Senator Humpurey. How? 








432 GASOLINE PRICE WAR IN NEW JERSEY 





Mr. Jackson. It may be a wild theory on my part, but I think en- 
tirely too much emphasis is placed on price, as far as the public is 
concerned. When we stop and consider that the average consumption, 
we will say, of a motorist in the State of New Jersey is approximately 
15 gallons a week, we think in terms, as we have heard in this evidence, 
where prices are 4 cents below what we would term a normal service- 
station price. After all, whi at is that? Sixty cents a week. What 
is it? It represents 2 or 3 packs of cigarettes. I think that the 
dealers, through education from the supplier, could realize that it is 
not price, that they have something else, that they are handling a 
major brand, and have something else to offer besides price. 

I think some results could ensue. It is a matter of education. 
That is what it is. And beyond that, there is little I could offer. 
But there can be no concerted effort, for reasons we well know. 

Senator Humpurey. We have had some suggestions here. 

Mr. Jackson. That is right. 

Senator Humpurey. And some of them were, I thought, very good. 
We are looking for more. 

How do you think this price war got started, Mr. Jackson? 

Mr. Jackson. There is no question in my mind that it started 
from the so-called multipump stations. I have been in this business 
since 1921, and I have seen so-called price wars in various territories 
along the east coast, most of which — from an individual dealer 
drastically reducing price, in many cases, from what we some years 
ago referred to as trackage stations, whe would come into a vicinity, 
and through an advertising campaign, initiate a program of selling 
it 4 to 5 cents below prevailing prices. ‘They would not continue that 
too long, because they were selling at cost. 

But they stayed in business, and it was conceded, I believe by our 
company, that as long as that independent, unknown brand of gaso- 
line retailed at no more than 2 cents below the well-known brands, 
it would have very little effect on the market. And I think that situ- 
ation could exist in the State of New Jersey. Of course, I do not 
know how you are going to bring it about. 

Sen: _ Hempnrey. Well, it is not helped any when 
Mr. Jackson. I don’t think it is vicious 
Senator Humprmrey. It is not helped any when suppliers respond on 

the basis of 

Mr. Jackson. I do not think that the major company dealer, we will 
say, has to meet the unknown brand, the cut-price station, at the exact 
same price. I think there can be a difference of 2 cents, but no more. 

Senator Humpurey. There was one suggestion that was made here 
by one of our witnesses that, when a situation of a drastic price cut 
occurs, if the competition would meet it immediately rather than 
by this delayed reaction, it would have a tendency to stabilize or 
rectify the market. What do you think of that? 

Mr. Jackson. I don’t think that would have any effect. 

Senator Humpnrey. You do not. 

I just want to go down through these suggestions. I think an- 
other one was that there ought to be an honest tankwagon price that 
included all price adjustments of all different varieties and degrees. 
What “i you have to say about that ? 

Mr. Jackson. I have never seen any evidence of any major com- 
pany in the State of New Jersey giving a concession materially below 
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the tankwagon price which would enable a retailer to cut price to 
ay degree. 

Mr. Opom. Wouldn't you consider a voluntary allowance of 2 or 
Scentsa major price concession ¢ 

Mr. Jackson. Oh, yes. | have never heard of anything like that, 
other than a general ‘allowance made in a given tr: ade area, like we 
huve been experiencing, when they all get it. 

Mr. Ovom. That is a price concession, though, and it is not a reduc 
tion in the tankwagon price. 1 think the point was that, rather than 
vrant rental concessions and price ee the tankw: won price 
itself should be reduced, and be realistic, so that it can fairly accu- 
rately represent the cost of gasoline. 

Mr. Jackson. I don't think so. The CPA, the competitive price 
allowance, as we term it, is known. It is given to all resellers in a 
viven trade area. I think- 

Mr. Opom. Is it known to all the competing major suppliers ¢ 

Mr. Jackson. I couldn't answer that. I believe so. 

Mr. Opom. Are rental concessions known / 

Mr. Jackson. I don’t see how they could be. 

Mr. Opom. Don’t they actually affect the tankwagon price; o1 
haven't they been used i in some pl: ices to affect the t: ankw: agon price 

Mr. Jackson. I couldn't answer that, sir. 

Mr. Ovom. What is your judgment about it ‘ 

Mr. Jackson. I would question it, whether the practice of com 
petitive price allowances is in effect. There is no necessity for both 
of them. 

Senator Humpurey. Mr. Jackson, we want to thank you very much. 
We are going to break this off now. It is 5:33. 

Mr. Jac Kson. Yes. Goodbye. 

Senator Humpurey. Thank you very much. 

(Whereupon, at 5:33 p. m., the subcommittee adjourned subject 
to call of the chairman.) 
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SATURDAY, FEBRUARY 18, 1956 


Unrrep Srates SENATE, 
Setect CoMM!ITTEE ON SMALL Business, 
SUBCOMMITTEE ON RetarLine, DistRiBuTION, 
AND Farr Trane Practices, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:50 a. m., in room 457, 
Senate Office Building, Senator Hubert H. Humphrey (chairman of 
the subcommittee) presiding. 

Present: Senators Humphrey (presiding) and John J. Sparkman 
(chairman of the full committee). 

Also present: Walter B. Stults, staff director; Lewis G. Odom, chief 
counsel: Philip F. Jehle and John Flynn, counsel; and Robert A. 
Forsythe, administrative assistant to Senator Edward J. Thye. 

Senator Humpnurey. Judge Gwynne, this is going to be a rather in- 
formal session, but one that we hope will be of some guidance in the 
work we have been trying to do on this New Jersey gasoline price war, 
not only the New Jersey gasoline price war but the whole problem, and 
we will look upon this informal discussion this morning as sort of a 
terminal point in the series of public hearings that we have had on the 
investigation of the New Jersey gasoline price war. 

I think you are familiar with the record. We have had public offi- 
cials, oil-company representatives, and distributors, retail outlets. The 
record is complete except for an accounting by the antitrust agencies 
of the actions which they have taken to prevent or to suppress the use 
of marketing practices which gasoline retailers could charge, serving 
only to prolong and intensify price wars. 

The first witness we had hoped to have this morning would have been 
a representative from the Department of Justice, Antitrust Division. 
However, the Justice Department officials informed us that they will 
not testify today, for very sound reasons, which Mr. Stanley Barnes 
has given the subcommittee in this letter. I have the letter here from 
the Department of Justice, signed by the Assistant Atorney General, 
Stanley N. Barnes. It reads as follows: 


My Dear SENATOR HUMPHREY : I wish to thank you for the opportunity you have 
extended me to appear before your subcommittee of the Select Committee on 
Small Business, United States Senate, on Saturday, February 18, 1956, for the 
purpose of presenting my views concerning the New Jersey gasoline price war. 

As you know, I wish to cooperate with your committee and appreciate very 
much the material which you have made available concerning the gasoline mar- 
keting practices in New Jersey. This material, which includes printed part 1, be- 
ing the hearings your committee conducted on July 22, 1955, printed part 2 


being the hearings conducted on October 19 and 20, 1955, transcript of hearings 
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conducted on December 15 and 16, 1955, and answers to questionnaire submitted 
by your subcommittee to 12 major oil companies doing business in New Jersey, 
is being utilized to the fullest extent in our current investigation of the New 
Jersey gasoline price war. 

This investigation at the present time is active to the point where I feel it 
would be very untimely, if not prejudicial, to openly discuss our activities in 
this regard. I am sure you will agree that the public interest will be best served 
by not divulging the action we are taking and propose to take, or our investi 
gative techniques, at this time. 

For these reasons, I prefer not to appear before your subcommittee on Satur 
day, February 18, 1956. However, I will be glad to discuss this matter with you 
personally at any time convenient to you. 

Sincerely yours, 
STANLEY N. BARNES, 
Assistant Attorney General. 

We will, of course, honor this communication. I have the greatest 
faith and confidence in Mr. Barnes and think he is doing an excellent 
job. We want to cooperate with his wishes. 

Judge Gwynne, as I indicated, we are going to be reasonably in 
formal here, and I have suggested that the group of assistants and 
advisers you have with you might want to come up and join us here 
around the t able, whomever you have. Any of those who are present 
are welcome to come forward. 
Anytime you gentlemen want to participate in the discussion, you 
might identify yourself by name, which will help the recording clerk. 
Am I correctly informed that ‘those who are gathered have had an 
opportunity at least to glance over the proceedings that we have had 
and, thus, have a working acquaintance with the subject matter 

One of the charges brought out was that price and rental concessions 
contributed to the outbreak and growth of ease gasoline price wars 
If one dealer, for example, rec eived a competitive advantage over his 
fellow dealers, either in the form of a price or a rental concession, the 
evidence indicated that he was strongly tempted to use it to injure his 
competition. 

We had one witness in particular, Mr, Colley, vice president of the 
Atlantic Refining Co., who testified in regard to the practices of volun. 
tary allowances. That seemed to catch the attention of the commit 
tee and the staff, here. 

Mr. Colley frankly admitted that the methods used to define the 
boundaries of the geographical area in which voluntary allowances 
are to be granted have inherent weaknesses. Now, that just leads me 
to an opening question with you: Do you believe that it is possible, 
as a practical matter, for a major oil supplier to set with precision the 
limits of the areas in which he will grant voluntary allowances? 

You are familiar with this whole situation of voluntary allowances. 
How do you define it? In other words, is it like creeping Jennie, does 
it creep all over the terrain, or is there a w ay that you can set this 
down and say that voluntary allowances will be confined to a par 
ticular community, a particular county, or a particular geogr aphical 
area? Have you given this any thought, any of you? Judge ? 
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STATEMENT OF HON. JOHN W. GWYNNE, CHAIRMAN, FEDERAL 
TRADE COMMISSION ; ACCOMPANIED BY EARL W. KINTNER, GEN- 
ERAL COUNSEL; HARRY A. BABCOCK, DIRECTOR, BUREA! OF 
INVESTIGATION; JOSEPH E. SHEEHY, DIRECTOR, BUREAU OF 
LITIGATION; SHERMAN R. HILL, CHIEF PROJECT ATTORNEY, 
BUREAU OF INVESTIGATION; ROBERT B. DAWKINS, ASSISTANT 
GENERAL COUNSEL; GEORGE S. ROUNTREE, PROJECT ATTORNEY, 
BUREAU OF INVESTIGATION ; AND SAMUEL L. WILLIAMS, LEGAL 
ADVISER, BUREAU OF INVESTIGATION, FEDERAL TRADE COM- 
MISSION 


Mr. Gwynne. Well, I think it would be difficult. 

Mr. Williams, do you want to hazard an answer on that, a general 
statement ¢ 

Mr. Witurams. Well, from our experience, Senator, those terri 
tories in which they grant those special considerations vary with the 
type of competition they have, to a certain extent. In fact, primarily 
that seems to govern. Of course, we don't actually know how they 
set the limit on it, but ordinarily they do. ‘They have certain stations 
within an area, maybe within a few blocks of each other. 

Senator Humpurey. That is what we found out. 

Mr. Wiiuiams. But just how they limit it, or how they decide the 
area of the limitation in which they are going to extend it, we don't 
know, except what they said about it: it was primarily where they 
had lower priced competition. 

Senator Humpnrey. Mr. Colley had this statement that Mr. Jehle 
brings to my attention : 

I had great arguments with our attorneys about that 
we are talking now about this voluntary allowance area 
and if anybody knows how to draw—and that is the weakness—if anybody 
knows how to draw this circle so that everybody gets treated fairly within that 
circle, and the guys just over the other side are not treated unfairly, that is 
the thing I haven’t been able to solve. The secret is to make it big enough 
There isn’t any shopping area for gasoline. 

Which leads to a question that was constantly coming up. You 
have the situation in New Jersey with the northern boundary of the 
State. Right across is New York, and the same gasoline tankwagon 
actually might be serving a station on this side of the line, in New 
Jersey, on the south side of the line, and selling at considerably less 
a wholesale price to the retail outlet; the same wagon going across 
with the same driver to the station just a hundred yards across the 
boundary, selling it at considerably more. 

Needless to say, anybody who is driving a car, unless he is com 
pletely out of gasoline, if in New York can whip across that boundary 
and get gasoline in New Jersey from the same company, in the same 
United States of America—gasoline that is delivered from the same 
tankwagon to the same dealer, at least within the family of dealers, like 
an Esso dealer or Gulf dealer or any other, major company. 

The customer (1) gets a much better price in New Jersey, and (2) 
the retail outlet gets a much better price in New Jersey; and, ap- 
parently, the tankwagon driver doesn't get paid any less for deliver- 
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ing to New Jersey than he does in New York. The argument is, 
“Well, we are meeting competition in New Jersey.” 

The legal jurisdiction of New Jersey is apparently the definitive 
line, in this instance, as to where you meet competition. And across 
the line in New York, why, you don’t give them the benefits. 

Does that appear, on its face, to have any price discrimination fea- 
ture to it, in terms of the Federal Trade Commission powers and 
authorities? 

Mr. Wuttams. Are you asking me the question ? 

Senator Humpnrey. Anyone. 

Mr. Witu1aMs. I would say, personally, it does have some earmarks 
of price discrimination ; no question about it. 

Senator Humpnrey. Does anyone else have any reflections on that? 

Mr. Bascock. I might say, Senator, that that points up the question 
which the Federal Trade Commission so far has been unable to find 
the answer to. 

Let’s assume that there is that discrimination and that the company 
comes in, in a rather cooperative move, and says, “What do you want 
us to do; how far must we move this line of demarcation?”, and I 
will say, “I can’t tell you,” and I don’t believe anyone exactly knows. 

The answer, of course, is, if the company wants to cut price in this 
area, in abstract theory at least, they have to cut it across their entire 
marketing area. When they do that, then you strike at the level of 
competition, generally, as you can see. The problem is posed right 
at that point, and, except in the decision in the Texas case, I believe, 
which is not the last word I assure you, we don’t know the answer. 
And I am not sure that that constitutes a criticism of the law. 

For a great many years we have worked in these areas down there 
with, I am sure, literally hundreds, if not thousands, of investigations. 
They generally arise out of price wars. And maybe before we even 
get there the price war subsides. 

In the overall price wars, which seems to be the subject of a lot of 
the work of this committee—maybe I shouldn’t say this, but it seems 
to me they are out of proportion. There are somewhere between 
250,000 and 300,000 filling-station outlets in the United States. 

As to the amount of stations involved in the total of our investiga- 
tions, at the present time I have six active violations, alleged viola- 
tions, involving price wars in the gasoline marketing industry. Yet, 
the total of stations involved in all of those investigations in relation 
to the total is, to my mind, not impressive. And I hope vou dont? think 
[ am making an argument. 

Senator Humpurey. No. I think you are absolutely rive ht. The 

only problem that I would point up to you is that this New Jersey situ- 
ation seems to be more than just a little spot on the periphery here. 
It seems to have gotten somewhat organic. 
_ Mr. Bascocx. If I may put in a personal observation, I have been 
in this business, acquainted with the marketing in New Jersey, for at 
least 30 years, and except for a short time when they managed to level 
off with the use of the fair trade law up there, we have received, or we 
used to receive, from 15 to 20 complaints a day out of New Jersey, and 
they are still going on. 

I don’t want to speak any more about the current situation up there 
because there are, or should be, men here from the Department of 
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Justice who are operating in that field, and under our liaison arrange- 
ment, and we are out. 

Senator Humpurey. We have not, insofar as this subcommittee is 
concerned, tried to interest ourselves in many of these complaints 
except where they were brought specifically to our attention, and 
where a staff person would go out just to check into the facts. 

We have concentrated our attention upon the one area, namely, the 
New Jersey area, primarily, sir, may I say, because of the volume of 
complaints that was received. 

To be perfectly blunt about it, I did not know very much about a 
price war. The more I have looked into this New Jersey situation, the 
more I find that it is the rule of the jungle, and he who can get gets. 

I am sure there are all kinds of activities going on which have never 
been brought out here before our subcommittee. This is the most 
amazing network of competitive arrangements to engage in price wars 
that I have ever witnessed in my life. I have never faaed anything 
like it, and I am sure that you men have been faced with it in much 
more detail than we have. 

Mr. Bascock. Oh, yes. 

Mr. WixuiAMs. Senator, let me say a word right there, in that con- 
nection. We have recently not interested ourselves very much in the 
New Jersey price wars because of the activity of the Antitrust Divi- 
sion. We just don’t duplicate their work, if we can possibly avoid it. 

Of course, we are informed as to the nature and extent of their 
work there, so we simply refrain from looking into any gasoline price 
wars in New Jersey for that reason. 

Senator Humprurey. The immediate impression I have obtained 
from this situation in New Jersey is that the big oil companies—well, 
let me back up on that—the immediate impression is that it is very 
difficult to find out how this all got started—I mean, what came first, 
the chicken or the egg. 

The oil companies say it is the dealers who started it, and the 
dealers say, well, maybe some dealers down the road started it but 
it was the oil companies who really fed it the fuel in every sense and 
meaning of that word. 

Apparently, there is a little truth on both sides, but, since the major 
oil companies do have the control over the supply, at least in the bulk 
of the supply, it would seem to me that some order could be brought 
out of this. Now, their argument is, well, if they get together to try 
to settle this thing, then they are involved in some form of collusion, 
and I can see their legal difficulty. 

Mr. Wirtu1ams. That is what did happen, Senator, as you probably 
know. They are under indictment now for collusion to fix prices in 
that area. 

Senator Humrnrey. I am willing to be educated. I mean, you can 
try. I don’t know how well you will do it. 

Tell us how we might proceed more than we have done. I had just 
a question here; I am sure it has been pretty well answered: Has the 
Commission ever investigated complaints received from dealers lo- 
cated just beyond the area in which a supplier has decided to confine 
granting of voluntary allowances? 

That is the same old situation where you have one line, where you 
get voluntary allowances over in these three stations, and across the 
line, just. step across, and there are no allowances at all. 
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Mr. Bascock. Yes, sir; it has been involved in every investigation 
of what they call now, popularly, a price war. It is always involved. 

There is a line where one customer is getting his gasoline at a lower 
price, and another one, unless, as we s: aid a while ago, you draw a line 
across the whole marketing area selling at one price, I being the 
supplier. 

You have that question presented every time, because here is one 
place where a station is buying at X price and a station down the 
road away is buying at X minus two. That is always presented, if 
I make myself clear. 

You spoke a minute ago about State lines. Occasionally, we have 
complaints where one State will have a higher tax than another, and 
dealers in both States are buying at the same price. Yet, you have a 
differential between the two States, which all along the border will 
send people across the border to buy on the other side. 

Senator Humpnrey. Of course, that is a built-in cost. 

Mr. Bancock. Yet, it is often alleged that it is a discrimination, and 
repeated investigations establish, of course, that it is not. It involves 
a tax factor. It disposes of the matter when we have established those 
facts. 

Senator Itumpnrey. What if there were a requirement that, when a 
major oil company decided to give voluntary allowances or price re- 
ductions to its dealers in an area, it be applied universally to all their 
dealers, to whomever they may serve 4 

If that same ruling were applied to all companies, there might 
be a little more hesitation in terms of (1) meeting so-called price- 
war competition, and (2) a little more st abilizing effect i in the market. 

Mr. Baxscock. Well, it would, in effect, be an amendment of sec- 
tion 2 of the Clayton Act if you did that; would it not? 

Senator Humpurey. I don’t know. Would it? 

Mr. Bascock. Yes. 

Senator Humenrey. In what way ? 

Mr. Bancock. Well, there the prohibition is against discrimina- 
tions which subst: antially lessen competition—you give us a measure to 
judge whether the discrimination is legal or illegal. Here you would 
not give us any discretion. You arbitrarily say any concession must 
be to everyone, whether inherent in the situation there is or is not any 
injury to competition. 

In other words, by your legislation, you would build in the ob- 
jectionable effect. I don’t think I said that very well, but I mean, 
like section 2 (c) of the Clayton Act, for example, we don’t look for 
effect on competition. If a particular condition is found, it is il- 
legal. 

‘Senator Humrpurey. You have pretty good records, for example, 
as to what a district of a company is. Take, for example, out in my 
part of the country, the little town where I grew up had a district 
Standard QOil office. Everybody knew what outlets that district 
served. That was the district office. They had district accounts. 

The easiest way to find out the dimensions, or the geographical pro- 
portions of their district, was to go in and subpena their accounts. 
You could look and see where they had accounts, that was their dis- 
trict, and you could draw it pretty well by pinpointing the names 
of the towns on the map, the geographical proportions of the dis- 
trict. 
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What I am getting at is, let’s say if there was a price war in one 
corner of that district, if the companies that served the same district 
were required to give a universal cut, or a cut generally across, all 
allowances to every dealer in the district, it seems to me like that is a 
kind of economic penalty that brings a sort of discipline into the 
industry. 

It is like when something goes wrong in your neighborhood, if 
7 one parent disciplines ‘the child, it does not have much effect, 
but if all the parents say all the children in this neighborhood are all 
voing to be in at 7 o’clock at night, it has quite a profound effect. 

What I fear might be happening at the present time in the gasoline 
business is that, if John Smith down the street cuts his price and Fred 
Jones, across the street with another company, gets a price concession, 
that is meeting competition. To the big oil companies involved in such 
x situation, there would be no appreciable loss even if they were to 
give the gasoline away in those two instances. They would really not 
feel any economic effects or control. 

I think, if you make the fulfillment of the concession on a broad 
scale, it gets to be a rather costly enterprise. I think if they really 
had to take it on the chin and started losing a lot of money because 
of concessions, there wouldn’t be as many price wars. What is your 
view on that? That is just my personal view. 

Mr. Bascock. It only transfers the problem on to a bigger stage. 
We would then examine from the standpoint of the company’s overall 
selling. Are they discriminating in price in the district where you 
speak of, and maintaining or recapturing any losses in other areas? 

Senator Huwpnrey. Well, that, of course, is the problem. That is 
what was worrying me earlier. I am of the opinion that every time 
they drop the price of gasoline in New Jersey, we folks in Minnesota 
get stuck for it—or should I say here in W ashington, D. C., where the 
price is considerably higher than it is in many other places. 

I don’t mind helping my friends in New Jersy, but I think you 
can overdo it. I believe in charity, toa degree. 

Do you have any comments on that ? 

Mr. Bascocs. All I know is that they vary in different areas in the 
United States, the prices do. As vou have driven across the country, 
some is related to tax and other factors. Maybe all dealers are nice 
and comfortable, with a 6- or 8-cent m: irgin, and we don’t hear any- 
thing about it down at the Federal Trade Commission. It is all quiet 
on that front, but when these wars break out, it is the first notice we 
have that something is wrong. I don’t remember any price wars in 
Minnesota lately. 

Senator Humpnrey. They had one recently. It didn’t amount to 
too much, but we had one. 

Mr. Bascock. You put the fire out quickly. 

Senator Humpnrey. They are very stable people. It only went on 
for a short time. 

Here is a cigarette. There is no commodity that is used any 
more than a cigarette, unless possibly gasoline. There are price 
wars In cigarettes. You go to a superm: arket and you can get a ciga- 
rette for much less money than you can in other stores. 

How do you regulate price wars in cigarettes 





442 GASOLINE PRICE WAR IN NEW JERSEY 


Mr. Baxscock. We don’t ordinarily, although I remember one great 
case where we investigated from the standpoint of selling below cost, 
the old 10-cent price war. 

Senator Humpnurey. Yes. 

Mr. Bascockx. But the marketing habits of the principal manu- 
facturers of cigarettes is to sell at one price, and after that, why, shall 
we say, it isevery man for himself. 

Senator Humpnurey. All right. Why don’t we have the same in 
the oil industry ? 

Mr. Bascock. Apparently we do, in New Jersey. 

Senator Humpnurey. No; I doubt that. The thing wrong here is 
that the price varies from one moment to another. It is like keeping 
track of a child’s fever when he has the mumps. It runs up and down. 

The American Tobacco Co. has a pretty uniform price, their manu- 
factured price to their jobbers; isn’t that right? 

Mr. Bascock. As I understand it; yes, sir. 

Senator Humpnrey. And if somebody wants to sell those cigarettes 
at a retail outlet for much less, I guess they are privileged to do so, 
since there is no fair trade laws involved. 

But, as far as the manufacturer is concerned, he has a relatively 
uniform price, insofar as I have been able to find out, and apparently 
they have been able to sustain this kind of an economic operation. 

Why is it not possible for an industry, such as the oil and gas in- 
dustry, to do this? Why do they become such a special breed? It 
seems to cause an undue amount of trouble for Congress. I am begin- 
ning to wonder what this is all about. 

Mr. Bascock. I was talking to Mr. Jehle just before we went into 
session here, and I reminded him that, I think it was 16 or 17 years 
ago, when the TNEC was there, we submitted to them an analysis of 
all of the unfair practices that were at that time current, as we believed, 
in the gasoline and oil marketing areas; and perhaps that would be of 
interest to you in your study. 

There have occurred changes since that time, but many of the 
underlying problems of that day are still unsolved, Senator. 

Senator Humpnrey. You did make this survey of marketing prac- 
tices in the petroleum industry in 1939; is that right? 

Mr. Barcock. It took the form of a report to the TNEQ, and was 
an analysis of our work that we had done and the problems which were 
posed at that time which were, I guess I should say, undone. The 
report would speak for itself. It is not a long one. But it told 
the committee the problems that were pressing. 

Senator Humpurey. You have those conclusions available? 

Mr. Bascocx. I have them. It is part of the public record. 

Senator Humpnrey. How long are those conclusions in there? 

Mr. Bascock. The overall conclusion is one paragraph. 

Senator Humpnrey. Why don’t you just read that? This is the 
result of that 1939 survey ? 

Mr. Bascock. You can characterize it as a survey, and it is so char- 
acterized on the front of it. It is “A Survey of Controversial Market- 
ing Practices in the Petroleum Products Retail Industry as Presented 
to the Temporary National Economic Committee,” as the official report 
of the Commission. 

Senator Humrpurey. All right. Would you like to read us just the 
conclusions of it? I think this is quite pertinent. 
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Mr. Bascock. I shall be pleased to. 


The data presented herewith constitute a survey of the character of ques- 
tionable and perhaps illegal marketing practices, which allegedly permeate the 
entire retail marketing structure of the petroleum industry. It is quite apparent 
that a proper solution of the various problems presented herewith cannot be 
made until a thorough and complete investigation has been made of the market- 
ing practices in this industry, with particular relation to the marketing prac- 
tices of the major oil companies. The report itself is illustrative of the fact 
that complaints have been lodged against every large marketer, group of market- 
ers, and some retail associations. Some of these matters (those which seem most 
serious or oppressive) have been investigated by the Commission and corrective 
action taken in a number of instances. Other complaints have been referred to 
the Department of Justice. The Commission has been unable to undertake a 
general investigation of the various practices for the reason that it has not had 
an appropriation sufficient to enable it to conduct such a comprehensive investi- 
gation and at the same time carry on the duties imposed upon it by law. 

Senator Humpnrey. That is 1939, and your appropriation status 
hasn’t improved a great deal; has it? 

Mr. Bancock. Relatively no, sir. 

Senator Humpurey. I understand, and I am sure you are aware of 
the fact, that some of us have been very concerned about that. 

Probably the most fundamental issue that came before this commit- 
tee as a result of our studies was that which involved the suggestions of 
some, and quite a few, as to the necessity for divorcement of marketing 
functions from refining and production and transportation functions 
of the petroleum industry. 

The witnesses familiar with the New Jersey price war, gas price 
war, situation conditions, were unable to give us any definitive answer 
as to how this might be done, or whether or not this was fully 
desirable. 

My question to you is simply this: Would the Commission, pro- 
vided it had the appropriations, be willing to undertake a compre- 
hensive ree of competitive conditions existing in the national 
distribution of petroleum products, an investigation designed to re- 
solve this divorcement issue ? 

Judge Gwynne, I imagine that would be directed to you. 

Mr. Gwynne. In answer to that, Senator, we, of course, undertake 
any investigation we are directed to undertake by Congress, to the 
extent that our funds make it possible. 

Senator Humpnrey. May I just check with you a little bit. “Di- 
rected by Congress”—I mean, your investigations are not necessarily 
directed by Congress. They are directed by the body of law under 
which the authority of your Commission is derived. 

Mr. Gwynne. That is true, and we have had a good bit of contact, 
aS you can see, over the years with this problem. You are talking 
about, now, a general nationwide survey that would take a lot of 
money, I suppose, and take a lot of time. 

_ Senator Humpnrey. Apparently, the problem was quite significant 
In 1939. 

Mr. Gwynne. It was; yes. 

Senator Humpurey. And I gather that it has not improved meas- 
urably since that time. I gather that the problems are still with us. 
Is that a fair statement? 

Mr. Gwynne. I guess it is. 

Mr. Barcocx. I would say so. 
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Senator Humpurey. And at that time you felt that there was a 
necessity for such an investigation, providing you had the funds? 

Mr. Bascock. The statement speaks for itself, Senator. 

Senator Humpnrey. Yes; that is what I say. 

Now, if you were provided with the appropriation, under existing 
law without any congressional directive or mandate, you would be 
able to proceed; isn’t that correct ? 

Mr. Barcock. That would be so. 

Senator Humenrey. Judge Gwynne! 

Mr. Gwynne. I would certainly say that is correct. 

Senator Humpnrey. You would proceed if the funds were made 
available? 

Mr. Gwynne. I see no reason why we couldn’t. Do you, or anyone 
else here? 

We have now, as you know—our funds have been rather limited. 
We are devoting a good bit of time to antimerger work, and plan 
to devote more. We have other investigations going on. 

If money were made available and it was suggested that it be used 
for that purpose, we would do it, of course. 

Senator Humpnrey. Would you be able to provide me with an 
estimated budget as to what might be necessary to make such a study ? 
Mr. Gwynne. Yes, we could do that. We couldn’t do it now. 

Senator ITumrnrey. No. I meant within due time. 

Mr. Gwynne. Oh, yes. 

How soon can we do that? Does anyone have any idea? 

Mr. Witn1ams. Senator, let me say a word right there. We gave 
consideration to doing just such a thing in 1949 or 1950—I am not 
sure just when it was, but it was either one of those 2 years—and I 
believe the Commission actually passed a resolution, but, of course, 
we did not have the manpower or the money, either, at that time, and 
we did make some estimates at that time, and I think since then, 
either in 1952 or 1953, we made some estimate for one of the House 
committees. I believe they proposed to ask us to make an investiga- 
tion, and we made some estimates then, and from those I don’t think 
it would take us too long to set up—I mean, to make an estimate and 
to start on it. 

I don’t think there would be too much delay, because we have 
planned it 2 or 3 times and haven’t done anything about it because 
we didn’t have the funds, primarily. 

Let me just say one other thing on that divorcement situation. I 
assume, sir, that you are aware of the suit which is pending on the 
west coast. by which the Antitrust Division is seeking and asking 
the court to enter that tvpe of an order which, if they are suecessful, 
would divorce the wholesale and retailing operations of the major 
companies involved in that suit from their productive—in other words, 
it wonld permit them to remain in the position of selling their prod- 
ucts from their refineries and to ports of entry. But that is as far 
as it would permit them to go. 

Tn those five west coast States T do not believe that unless we were 
specifically directed to do so by Congress, we certainly would not at- 
tempt, I don’t think, to undertake to investigate that particular area 
where that suit is now pending, because that very question is in- 
volved, that very request for judgment involves divorcement, di- 
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vesture of retail and wholesale operations of all the major oil com 
panies who are defendants in that suit. 

Senator Humpurey. How long does it require a suit like that to 
come to final decision 4 

Mr. WiLuiaMs. Well, Sir, that has been pending since 1990. 

Senator Humpnurey. I gathered that. 

Mr. WituraMms. It has never come to trial. 

Senator Humpurey. A full-employment program for attorneys on 
that one. 

Mr. Wuu1aMs. I know shortly after Judge Barnes came in, they 
sent a man out there particularly to try to get that suit to trial and, 
so faras I know, it has not come to trial. 

I am not speaking for them now, because I don’t know, but I am 
sure it has not. There have been no hearings on it that I know of. 

Senator Humpnrey. You find prolonged delays in these suits. 
That is why T asked the question. 

To exclude an area like that, of course, from any investigation 
while a suit is pending, it could mean there is quite a turnover in the 
personnel of the Federal Trade Commission by the time one of those 
comes to a conclusion. 

Mr. Winuiams. I did not mean that we would absolutely exclude 
it. Of course, we would take it up with the Antitrust Division to 
determine what effect it night have on their pending litigation. 

Senator Humpnrey. Senator Sparkman, as a word of background, 
the question we are discussing right now is that in 1939 the report of 
the Federal Trade Commission to the TNEC made some recommends 
tions in reference to the marketing practices of the major oil com 
panies in this whole oil industry, and suggested in that conclusion 
that there was adequate evidence to indicate the necessity for an over 
all investigation and study of marketing practices and competitive 
| 4 practices of the industry. 
| # The Federal Trade Commission, as you know, has been somewhat 

restricted in its operations by the lack of adequate : ‘ppropriatio ns 
for staff work, and my question was simply this: Would the Con 
mission be willing to undertake a comprehensive investigation of 
competitive conditions existing in the national distribution of petro- 
leum products, an investigation designed to resolve the issues of di- 
vorcement? The answer from Judge ag ogy, and his associates 
here, is that they would be willing to do this, but they have 
restricted by a lack of appropriations. 

Mr. Williams has indicated that in 1949, T believe it was, a resolu 
tion had been adopted in the Commission stating they wanted to do 
this but again they were curtailed because of the inadequacy of 
»propriations and because of the other obligations that they had. 
Then, in 1950— } 

Mr. Winntams. Yes, sir; we made an estimate for the House. 

Senator Humpurey. They made an estimate for the House com 
mittee as to the cost involved in this. I had asked them earlier if 

i they could provide us with a budget estimate as to what this would 

mean in terms of additional appropriations for the Trade Commis- 
sion. 

Apparently, until such a study is made, it is very difficult to move 
with any degree of confidence or definiteness as to what ought to 
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be done, because you are just constantly touching little sore spots; 
isn’t that about what you are doing at present? 

Mr. Wis. It is kind of like taking a pickax at a mountain, 
I would say. 

Senator SparkMAN. Was any estimate given, or did you just ask 
them ? 

Senator Humpnrey. Just asked them, because I understand the 
last estimate you had was 1950. 

Mr. WiuiAMs. I[ have forgotten the exact year. I think Mr. Sheehy 
has the bill. 


Senator Humpnrey. Do you remember, in round numbers, what 
that estimate involved ? 

Mr. Sueeny. It was a resolution, sir, in 1950, from the House Ap- 
propriations Committee that called for a general investigation of 
the petroleum field. It was not enacted into law. And it is my recol- 
lection that carried an appropriation of $250,000 for the survey. 

Senator Humpurey. That is very moderate and modest for that 
type of survey. You could now update that for us, couldn’t you? 
1 mean, we could get some more current figures as to what you think it 
might involve? 

r. Gwynne. Yes. 

Mr. Wiui1aMs. We could estimate it on a current basis. 

Senator Humpnurey. We would like to have that. We recognize 
rou have many other responsibilities, but, as soon as you could get 
it, it would be appreciated. We would have a chance then to talk to 
our Appropriations Committee members. 

Mr. Satin. We will see that you get it, Senator. 

oe information referred to was subsequently received and 
follows :) 


FEDERAL TRADE COMMISSION, 
Washington, March 9, 1956. 
Hon. Husert H. HUMPHREY, 
Chairman, Subcommittee on Retailing, Distribution, and Fair Trade Prac- 
tices, Senate Select Committee on Small Business, Washington 25, D. C. 


Dear Mr. CHAIRMAN: At the hearing held before the Subcommittee on Retail- 
ing, Distribution, and Fair Trade Practices of the Select Committee on Small 
Business of the Senate on February 18, 1956, at which you presided, you suggested 
that the Congress might desire to authorize and direct the Commission to make 
an investigation and study of the existing structure of the industry and of the 
corporate and commercial relationships which affect the supply, production, 
transportation, distribution, and sale of refined petroleum products including 
particularly gasoline, fuel oils, and lubricating oils. It is my understanding 
that such investigation would be expected to include any practices in the industry 
which may have a tendency to restrain competition or create a monopoly at any 
industry level and which may violate any Federal laws, and very specifically 
include the facts as to any practices current in the industry which may adversely 
affect the public and small and independent refiners and marketers of refined 
petroleum products. I also understood that it was particularly desired that 
facts which disclosed any need for additional legislation should be ascertained 
and reported in order that Congress might have them available for consideration 
in connection with possible legislation. 

You requested that the Commission advise you of the time required for the 
making of such investigation, study, and report and the approximate cost. It is 
estimated that such an investigation would require about 18 months and the 
services of approximately 60 professional employees for 15 months and the 
services of 20 clerical employees for 12 months at an estimated cost of $720,000. 
Considerable travel and other expense would be required which it is estimated 
would cost about $180,000 so that the total cost of the investigation and report 
thereon would be approximately $900,000. 
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These figures were arrived at after considerable discussion with members of 
the Commission’s staff who have had prior experience in the conduct of investi- 
gations of similar breadth and scope. If you deem it desirable, representatives 
of the Commission will be available for meetings with members of your subcom- 
mittee or its staff to discuss any phase of this matter. 

By direction of the Commission. 

JoHN W. Gwynne, Chairman. 

Senator Humpnrey. Thank you, Judge. 

Mr. Bascockx. May I volunteer that one statement with reference to 
what you just said. I feel—I do not have the accurate figures, but 
[ am almost positive, that we have diverted almost a disproportionate 
amount of our available funds to attempt to do something in this area 
that you are talking about, in the last several years. 

Senator Humpnrey. By the way, when you provide us with some 
of the figures that we have asked for, it would be very helpful, too, if 
you could make a suggestion as to the scope of whatever authority 
you might want to exercise, if you need a congressional resolution or 
directive, because we could easily stumble on this—namely, by restrict- 
ing the investigation by inadequate language, to a point where it would 
not do the job that is necessary for the purposes of your study. 

So, if you could give us some general guidance on that, it would be 
very helpful. I asked for it. I am not asking you to look for addi- 
tional work, but if you would comply with our request by giving 
us some guidelines on it, it would be helpful. 

Mr. Gwynne. The survey you have in mind, Senator, would that 
be pointed, you might say, rather specifically to the question of 
divorcement, or would it be a general survey that might take in other 
features ? 

Senator Humpnrey. Well, I think we ought to have as one of its 
objectives the feasibility of divorcement, but also a pretty good gen- 
eral survey of the marketing practices, the competitive practices 
in the oil industry as they have existed, or as they now exist, and 
what, if any, corrective actions might be taken to bring about a more 
orderly economic picture. 

Mr. Gwynne. I think that is probably what the Commission con- 
sidered before, wasn’t it, in connection with previous estimates, so 
we would just bring it up to date. 

Senator Humpnurey. That’s correct. 

As I listened to the reading of your agency’s conclusions in its 
1939 report to the TNEC, it seemed to me to be pertinent even today. 

Mr. Bascock. We were thinking of money to use the weapons that 
we had 

Senator Humpurey. Yes. 

Mr. Bascock (continuing). Largely, at that time. 

(Copy of proposed resolution received from FTC and copy of the 
resolution as introduced (S. J. Res. 157) follow :) 


JOINT RESOLUTION (As PRoposep By FTC) 


Authorizing the Federal Trade Commission to make an investigation and study 
of the production, transportation, distribution, and sale of refined petroleum 
products 


Be it resolved by the Senate and House of Representatives of the United States 
of America in Congress Assembled, That the Federal Trade Commission is hereby 
authorized and directed to make a thorough investigation and study of the 
structure of the industry and of the corporate and commercial relationships and 
practices which affect the supply, production, transportation, distribution, and 
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sale of refined petroleum products including particularly, gasoline, fuel oils, and 
lubricating oils and report the facts, with any recommendations deemed appro 
priate, te the Congress of the United States; and 

That the investigation directed include ascertainment of the facts necessary 
to determine if there exist in the refined petroleum products industry, practices, 
and policies which may violate any of the laws of the United States and whether 
practices and policies employed in the industry in the United States may have a 
tendency to restrain competition or to create a monopoly at any industry level 
in any section of the country; and 

That the Federal Trade Commission shall specifically report as to any practices 
current in the industry which may adversely affect the public and small and 
independent refiners and marketers of refined petroleum products; and 

That in order to avoid any unnecessary duplication of work already done by 
other agencies of the Government the Federal Trade Commission, for the pur 
poses of this resolution is authorized to request any pertinent information in 
the possession of, or loan of specially qualified personnel of, any other agency 
of the United States Government; and 

That the Federal Trade Commission shall from time to time and at intervals 
of not mere than six months report to the Congress of the United States upon 
the progress of the investigation and study herein directed and shall within 
eighteen months after the effective date of this resoluion and the availability of 
appropriations, make a final report, with its recommendations, to the Congress 
of the United States; and 

That there is hereby authorized to be appropriated to the Federal Trade Com- 
mission for carrying out the purposes of this resolution the sum of $900,000. 


[S. J. Res. 157, 84th Cong., 2d sess. ] 


JOINT RESOLUTION Authorizing the Federal Trade Commission to meke an investigation 
and study of the production, transportation, distribution, and sale of refined petroleum 
products 
Resolved by the Senate and House of Representatives of the United States of 

America in Congress assembled, That the Federal Trade Commission is hereby 

authorized and directed to make a thorough investigation and study of the 

structure of the industry and of the corporate and commercial relationships and 
practices which affect the supply, production, transportation, distribution, and 
sale of refined petroleum products including particularly gasoline, fuel oils and 
lubricating oils and report the facts, with any recommendations deemed appro- 
priate, to the Congress of the United States: and 

That the investigation directed include ascertainment of the facts necessary to 
determine if there exist in the refined petroleum products industry, practices 
and policies which may violate any of the laws of the United States and whether 
practices and policies employed in the industry in the United States may have 
a tendency to restrain competition or to create a monopoly at any industry level 
in any section of the country; and 
That the Federal Trade Commission shall specifically report as to any practices 
current in the industry which may adversely affect the public and small and 
independent refiners and marketers of refined petroleum products; and 

That in order to avoid any unnecessary duplication of work already done by 
other agencies of the Government the Federal Trade Commission, for the pur- 
poses of this resolution is authorized to request any pertinent information in the 
possession of, or loan of specially qualified personnel of, any other agency of the 

United States Government; and 
That the Federal Trade Commission shall from time to time and at intervals of 

not more than six months report to the Congress of the United States upon the 

progress of the investigation and study herein directed and shall within eighteen 
months after the effective date of this resolution and the availability of appro- 
priations, make a final report, with its recommendations, to the Congress of the 

United States; and 
That there is hereby authorized to be appropriated to the Federal Trade 

Commission for carrying out the purposes of this resolution the sum of $600,000. 


Senator Humpnrey. Senator Sparkman, do you have any com- 
ments that vou want to make on this, or any questions ? 
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Senator SPARKMAN. No, not at all. I have been interested in the 
little that I have heard, but I am not sufficiently familiar with what 
has gone on before to ask questions. 

This is not a part of this hearing, and yet it is suggested to me by 
the colloquy that has just taken place: The Federal Trade Commis 
sion 1s about our smallest agency, isn’t it, one of the smallest ¢ 

Mr. Gwynne. Certainly one of the smallest 

Senator SPARKMAN. I may say this, Mr. Chairman, and to the Chair 
nan of the Commission, with whom I served in the House of Repre 
sentatives: I have always regarded the Federal Trade Commission 
as one of our most important agencies and certainly capable of being 
one of our most effective agencies. I have always wondered why we 
had kept it restricted to its limitations, both as to personnel and as 
to availability of funds. I gather that is one of the things that you 
have felt in connection with this work. You have felt a definite 
limitation ¢ 

Mr. Gwynne. Very true. I am glad to say, Senator—you un 
doubtedly know that our budget has been increased. We have been 
allowed approximately $1 million more in the budget. 

Senator SPARKMAN. For this year, the proposed budget that will 
come before us this vear ¢ 

Mr. Gwynne. That's right. 

Senator Humeurey. Of course, that takes into consideration some 
sil; ry adjustments, too: doesn't it, Judge ? 

Mr. Gwynne. Yes, that is all included in it for the next yea 

My attention has just been called to the fact that the increase was 
based substantially on what we hope will be increased activities in 
the antimerger field. 

Senator SPARKMAN. Stepped up activity in that field? 

Mr. Gwynne. That's right. 

Senator Humrnrey. The staff has prepared a suggestion here that 
| might want to explore with you for just a few moments, if you 
would care to, the case of the Enterprise Industries v. Texas Oil Co., 
to which I think some reference was made earlier... In that case, as 
you know, a gasoline retailer sued the Texas Co. for treble damages, 
charging that he was the victim of price discrimination in the pur 
chase of gasoline from the Texas Co. The court found that the 
= ‘ments necessary for recovery under the Clayton ‘Act, as amended 
by the Robinson- ‘Patman Act. were present, and granted judgment 
for the Enterprise Co. 

In rejecting the contention of the Texas Co. that its lower prices 
to competitors of the plaintiff were made in good faith to meet an 
equally low price of a competitor, the court met directly an issue 
raised in almost every instance where voluntary allowances are 
granted. The language used by the court in resolving the issue is 
so succinct and clear that I will read it into the record: 

There is no evidence that the price charged any of the competing dealers 
was not lower than a lawful price at which gas was offered to the dealers b) 
other refiners. It may be that we could infer that the prices were somewhat 
similar. This is not enough. The burden is upon defendant to prove the price 


of its competing refiner if defendant seeks to reply on this defense. Standard 
Oil v. F. T. C., supra. If accompanied by a price fixing agreement similar to 





2 See appendix VIII, p. 600. 
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that tied to Texas’ “allowances” in fact if not in name, the price of the com- 
petitor might not be a lawful price. Moreover, Texas could justify discrimina- 
tion only by a showing that it dropped its price to the other stations to meet 
an equally low price made available to those other stations by a competing 
oil company. In view of the short term station and equipment leases in effect 
with some stations, perhaps it is a fiction to speak of price competition at the 
oil company sale to the station level. That is the competitive level at which 
the justification is provided for defendant in the act, however. The act does 
not go so far as to allow discriminatory price cutting to enable a buyer to 
meet price competition, but only to enable the seller to meet a lawful price of 
the seller’s competitor. The end effect is the same, perhaps, but the scheme 
adopted by Texas allows it, without first determining the price offered by its 
competitor, a flexibility that could result in undesirable discrimination between 
purchasers from Texas. 

Most important, of course, is the Court’s construction of the good 
faith pricing provision of section 2 of the Robinson-Patman Act. 
The Court stated: 


The act does not go so far as to allow discriminatory price cutting to enable 
a buyer to meet price competition, but only to enable the seller to meet a law 
ful price of the seller’s competitor. 


Questions: (a) Do you agree with the rule of law thus established 
in the Enterprise case? Who wants to comment on this? 

Mr. Gwynne. I suggest Mr. Dawkins might like to make a comment 
on that. 

Mr. Dawkins. Senator, what you have just read from the Enter- 
prise decision, I believe, reflects, or, perhaps I should say, supports 
a conclusion reached before that decision by the Commission, which 
is in exact accord with what you have read. 

Senator Humpnrey. So you agree with this rule of law very speci- 
fically ? 

Mr. Dawkins. That is my understanding; yes, sir. 

Senator Humpnrey. Having expressed your agreement with that 
rule of law, can you explain why in the past the Commission has sent 
out letters advising, under similar situations, that— 

No corrective action has been taken in such cases by the Commission because 
of the probable defense available to the sellers under section 2 (b) of the 
Clayton Act, as amended by the Robinson-Patman Act. This section provides 
in substance that a seller may defend himself against the charge of unlawful 
discrimination in price by showing that his lower price was granted in good 
faith for the purpose of meeting the equally low price of a competitor. 

Mr. Dawxtns. That is, perhaps, one of those things where every- 
body sometimes makes mistakes, or desires to change their mind after 
further consideration and study of the facts. 

Senator Humpurey. Well, now, which is the prevailing opinion in 
the Commission ? 

Mr. Dawxrns. The Commission some months ago adopted an inter- 
pretation with respect to meeting competition, which is in exact ac- 
cord on the point that you read from the Enterprise decision, and, 
therefore, I understand the Commission’s position to be exactly that. 

Senator Humpurey. In other words, only to enable the seller to 
meet lawful price? 

Mr. Dawkins. To meet his own competition. 

Senator Humpurey. That is refiner versus refiner? 

Mr. Dawxrns. Correct, sir. Not to permit a seller to give a dis- 
count or a price discrimination to a buyer, to enable the buyer to 
meet his competition. 
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Senator Humpurey. Thus, the portion of the letter I have read, 
advising that no corrective action could be taken in cases involving 
secondary competition in view of the probable defense available to 
the seller under section 2 (b) of the Robinson-Patman Act, is no 
longer the prevailing opinion of the Commission. Is that correct ¢ 

Mr. Dawkins. That’s correct. 

Senator Humpurey. And, as of recent date, is this correct ? 

Mr. Dawkins. As of several months preceding the decision in the 
Kinterprise case. I cannot give you the exact date. Perhaps someone 
here has it. 

Mr. SHeeny. On May 3, 1955, the Commission’s opinion went out 
to the staff interpreting that phase of the statute, in that situation. 

Mr. Kintner. That opinion followed a somewhat comprehensive 
study of the legal problem in my office, the Office of the General Coun- 
sel, and Mr. Dawkins, who is Assistant General Counsel and has had 
considerable experience in the litigation in the Standard Oil case, 
was the person who was in charge of that study. Thereafter the 
Commission was given the benefit of the study and laid down guide- 
lines along the path that Mr. Dawkins has just informed you. 

Senator Humpnrey. Just so we all completely understand it, then, 
the prevailing rule of law or opinion in the Federal Trade Commis- 
sion, for purposes of guidelines to the companies or to the sellers, is 
the rule of Jaw in the Enterprise case; is that correct? 

Mr. Dawkins. As to that point. 

Senator Humpnurry. As to that point: as to the point that I read ? 

Mr. Dawxtns. Correct, sir. 

Senator Humpnurey. Namely, that the seller can meet competition 
of other sellers? 

Mr. Dawkins. In good faith. 

Senator Humrurey. In good faith; but not to meet competition to 
enable the buyer to meet competition / 

Mr. Dawkins. That’s correct, sir. 

Senator Humpurey. Mr. Jehle, you had a point ? 

Mr. Jenre. We are very pleased, sir, to hear that because 
that is the position taken by the committee for the past number of 
years. I don’t know to what extent opinions of the committee have 
influenced the Federal Trade Commission on this particular issue, but 
I do want to point out that we are very happy to hear today that you 
people agree that that is the correct construction of section 2 (b). 

I might say that we were somewhat concerned when we held our 
hearings last December and heard from the major oil company repre- 
sentatives and were told by the attorney for the Texas Oil Co. that 
they had cited in their trial brief in the Enterprise case one of the 
letters which had been sent out by the Federal Trade Commission giv- 
ing an erroneous construction of section 2 (b). I think that the small- 
business man involved there, the Enterprise Co., was done a disservice 
by the Commission when that letter was used against him in the 
court case. 

I have one question now. 

Senator Humpnrey. May I just ask: Wasn’t the Texas attorney 
trying to indicate to the committee that there was still some validity 
to this letter ? 

Mr. Jentr. The letter was referred to in the trial brief. 
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Senator Humrnrey. I mean, in the present problems, the present 
difficulties in marketing of petroleum products, the Texas attorney, as 
I recall it—now, I may be in error, but as I recall it—was trying to 
justify some of the practices which were currently being engaged in, 
despite the Enterprise case decision, on the basis of the letters which 
they had received. Am I correct in that? Despite the ruling in the 
case ¢ 

Mr. Jenie. It was in the trial brief that the FTC letter was cited. 

Senator Humpurey. This was in the trial brief; yes; that’s right. 
Has the Texas Co. been duly informed about this, now ¢ 

Mr. Kintner. I could not say as to that, Senator. There have been 
subsequent letters sent out, emanating from the Commission, which: 
express the view that we have just given you. As to whether those 
letters have come to the attention of the Texas Co., I could not say 

Mr. JeHue. Just one question. Would you consider the possibility 
of submitting a brief, amicus curiae, in the appeal now pending in the 
enterprise case / 

Mr. Kinrer. I am — that the Commission would consider that 
possibility. However, its practice over the years has been one of 
reluctance to intervene in a ivate litigation, for rather obvious reasons. 
{ recall that I made a study along that line, of what the Commission 
had done in similar situations, when 1 was in the oflice of Commis- 
sioner Stephen Spingarn, and we found that there was prac tically no 
prece «lent for the Commission intervening as amicus curiae in private 
lj itigation. We found that there were indeed many reasons why the 
(‘ommission should not, that it should conduct its own litigation rather 
than seeking to intervene. 

You can appreciate that, if the Commission once intervened in a 
matter of this character, involving private treble damage litigation, 
there would be numerous requests from one party or the other for 
intervention, in almost all cases. 

Mr. Jenue. I just recall the Justice Department filing a brief, ami- 
cus curiae, in a fair trade case arising out of the St. Louis district 
court, and I saw no disinclination on the part of the antitrust agency 
to thrust itself into that case. 

Mr. Kinrner. The Commission, in each instance where there has 
been a request for intervention, has carefully considered each instance 
on its merits. 

Mr. Jente. Would you consider this to be a request, then, that you 
give consideration to the feasibility of submitting a brief, amicus 
curiae, in that Enterprise case ? 

Mr. Kinrner. Yes; we will. 

Senator Humpnrey. I would surely want to urge you to do so. It 

seems to me it is quite pertinent in light of the hearings that we had, 
when the evidence before us at the time was contrary to the present 
view of the Federal Trade Commission, when the attorney for Texas 
Was trying to impress upon us quite vigorously the importance of this 
particular communication from the F ederal Trade C ommission,. 

Just one or two other questions. Has the Commission ever studied 
the adverse competitive effects which rental concessions granted cer- 
tain dealers have upon their fellow dealers? This rental concession 
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practice Is a rather common one, may I say, in these highly competi- 
tive aspects of the petroleum industry. 

Mr. Babcock ? 

Mr. Bascock. Oh, yes; any price discrimination case would include 
in indirect discrimination. 

Senator Humpnrey. And surely would be a subject matter of any 
yeneral survey or investigation that you make? 

Mr. Bascock. Oh, yes, sir. 

Senator Humrpurry. A very substantial and important item ¢ 

Mr. Bancock. Yes, sir. 

Senator Humpnrey. Just one point. In general, when you have 
made any study of the competitive effect of rental concessions, what 
has been, in the cases that you have determined, the weight of evidence 
as to rental concessions ¢ 

I mean, have you found them to be used excessively as a means of 
undercover compet itive pract ice ¢ 

Mr. Bascock. I don’t think it has come to our attention too often 
as a general practice; no, sir. 

Mr. Opom. On that point of rental concessions, if you were to find 
| rental concession, or hold a rental concession to be a concession in 
price granted by a supplier to a retailer, how often would you find 
that sort of situation to exist when a seller was actually giving that 
‘oncession to meet his competition? Wouldn’t that generally exist 
where a seller was giving this rental concession to a buyer, to enable 
the buyer to meet his competition ? 

Mr. Bascock. It would fall under the rule that the Senator was 
just talking about. 

Mr. Ovom. Yes; that’s right. 

Mr. Bascock. Of course, it would have to have the same treatment 
as any other type of discrimination. 

Mr. Opom. Because, ordinarily, when a rental concession is given, 
we think that the seller in this case owns the property, and, if he owns 
the property, it is not very likely that some competitor of his is going 
to come in there and take over the retailer. Isn’t that true / 

Mr. Bascock. Of course. 

Senator Humpnrey. This problem was brought up when Mr. Colley 
was testifying before our committee. I asked this question : 

On rental rebates or rental lowering, rental adjustments, take whatever term 
you want, are they just another way of affecting tank wagon price? 


Mr. Colley said: 


You could say it that way, sir. I think it does affect the tank wagon price. 
I think it is a bad practice. I will say, however, that not only have other people 
done it but we have done it, but we don’t like it. 

Then he goes on; but that is the pertinent portion. 

Every time we would ask a question about some practice that seemed 
to be a little unorthodox in terms of any other kind of industry, the 
companies would confess, “Yes, we have done this.” Everybody said 
they were sort of sorry they had to do it, but the reason that they did it 
was because somebody else did it, and the reason somebody else testi- 
fied they did it was because somebody else did it. It got to be almost 
like adolescent squabbling: “He started it, then I did it,” and so on, 
back and forth. It sounds like a neighborhood scrap, you see, amongst 


the kids. 
66238—56—pt. 317 
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Are the rental adjustments, when you have determined them to be 
discriminatory in nature, within the purview of section 2 (a) of the 
Robinson-Patman Act, Mr. Babcock ¢ 

Mr. Barscockx. Yes; they would come under 2 (a), a type of in 
direct discrimination. If you recall the section, it says: 

Discriminations, direct or indirect, are prohibited under the conditions pre 
scribed in the section. 

Senator Humpurey. Now, could we get a copy of that May 5 order 
of the Federal Trade Commission to which some reference was made 
a moment ago ¢ 

Mr. Kintner. Senator, that was in the nature of intra-Commission 
staff directive, for the purpose of controlling the scope of investi 
gations by the Bureau of Inv estigations in pending matters. It was 
not designed as a public expression of policy. 

Had it been, under the law we would have had to publish it in the 
Federal Register. The Commission enunciates such policies through 
its cases, its decisions. I would hope that you would not press us to 
make that directive part of the public record. 

Senator Humpnrey. May I suggest, then, as an alternative, that a 
communication be sent to this committee reciting the present attitude 
of the Federal Trade Commission relating to the rule of law on the 
seller meeting competition with seller in good faith ¢ 

Mr. Kintner. We would be very happy to do so. 

Senator Humpnurery. And also referring to the letter which was 
described here a moment ago, which now apparently is not binding 
upon the Commission, and is not the present view of the Commission. 

Mr. Kintner. We will be very: happy to send you such a letter, 
and indeed, as I am thinking here, this might take care of the situ- 
ation with respect to the Enter prise case that you have mentioned 

Senator Humpnrey. Yes. 

Mr. Kinrner (continuing). If the letter becomes part of your 
public records. It might make it unnecessary for us to consider inter- 
vention in the pending case as amicus curiae. 

Senator Humpurey. I want to think about that for a moment. 
So that we have a clear understanding now, instead of this intra- 
agency memorandum of yours being made a part of the record, which 
you have suggested not be made a part of the record, the substance 
of that memorandum will be reflected in a letter to this committee 

Mr. Kintrner. Yes, sir. 

Senator Humpurey. Clarifying these points which we have dis- 
cussed here for the last half hour # 

Mr. Kintner. I might say that the substance of that staff guide has 
also been enunciated in letters sent out subsequent to the adoption 
of the guide, but those letters often do not become a part of public 
records. There are such letters in existence, however. 

Senator Humpurey. Yes. 

Well, you see our problem here when you hold a hearing on these 
matters. We found ourselves betwixt two lines of thought and two 
directives, in this instance: One, the language of the court in the 
Enterprise case, before the appeal, and then the other, the language 
of the letter which had preceded the decision in the E nterprise case. 

Incidentally, you know that major oil company attorneys have 
told this committee that they relied upon that FTC letter for legal 
justification of their voluntary price allowance systems. 
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Now, all we are trying to do is bring these two apparently divergent 
points of view to one focal point and get the final clarification on the 
part of the Commission. You will provide us with that’ 

i ae > ‘ 

Mr. Krntner. I am confident that we can prepare a letter which 
will meet your needs along that line. 

Senator Humrurey. Judge Gwynne, I have just had brought to my 
attention a paragraph in our annual report, page 73 of the Sixth 
Annual Report of the 1st session of the 84th Congress, of the Select 
Committee on Small Business. It reads as follows: 

The late Mr. Justice Louis Brandeis warned the Federal Trade Commission 
some years ago about how far it should go in assuring businessmen that their 
activities were within the antitrust laws. Justice Brandeis stated: 

“It would be a very convenient thing, if a man could come before your body 
and say, ‘Here are the facts; is it right? Can we do this or can we do that?’ 

“I believe it is absolutely impossible of proper application, and for this 
Commission, I think, it would be one of the most dangerous powers it could 
possibly assume. 

“Now take this situation. In the first place, whether a thing is within the 
law or is not is a legal question. Ultimately it has got to be decided, if the 
question comes up, by the Supreme Court of the United States. 

“It is a very difficult problem. It has tested the learning and ability of the 
best lawyers. It was never intended in the composition of the board and cer- 
tainly not in the legislation for you to exercise this power. 

“It is almost inevitable that if that power were given, the public would be 
tricked; I mean that the Commission, with the best of intent, would be hood- 
winked ; and it is really inevitable that it should be.” 

In other words, I gather this is what we call the Justice Brandeis ad- 
monition that it is rather bad to give curbstone opinions on the part 
of the Federal Trade Commission. Do you concur with this general 
thinking on the part of the late Justice? 

Mr. Gwynne. Yes; I do, Senator. We have no authority to give 
advisory opinions, and we aim not to do so. We do, however, try to 
let the country know what our views are at the end of litigated cases, 
We write opinions now in practically every case we decide. We try 
to make it clear what the decision is, and under what course of reason- 
ing we have arrived at it. 

Phat is about the extent of it, Senator, except, of course, sometimes 
& person writes in, has a complaint. After that, the Commission in- 
vestigates it, and may see that nothing can be done. To take an easy 
case, there is no jurisdiction, no interstate commerce. We probably 
tell him that is the reason we are not handling it. In other words, any 
statement we make along those lines, we try to base on law that has 
already been established. 

Senator Humpurey. And you try to keep the guidelines of previous 
decisions clearly marked out 

Mr. Gwynne. Right. 

Senator Humpurey (continuing). For the business community. I 
would imagine that would be one of your objectives. 

Mr. Gwynne. That’s right. 

Senator Humpurey. Not trying to be prophetic, but at least trying 
to be accurate in history. 

Mr. Gwynne. Yes. We do have a Bureau of Consultation, where 
people are welcome to come in and talk over their problems. How- 


ever, I think we pretty carefully follow the advice that you have been 
reading there. 
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Senator Humpurey. We were just discussing this matter of a brief, 
friend of the court, in the Enterprise case. We are not asking you to 
do something that will open up a Pandora’s box of trouble, because 
that is not our desire. Whether or not we are justified in asking for 
the brief, in light of the confusion that has existed due to previous 
communications from the Commission, namely, the letters to which I 
have referred, I cannot say. Also, these marketing practices are of 
vital concern to all independent businessmen, and the matter in which 
the court rules will, of course, be of vital concern to many, many mer- 
chandisers, wholesalers, retailers, as well as manufacturing institu- 
tions. 

Mr. KIntTNER. Speaking frankly, Senator, I believe that a letter 
from the Commission to your committee on this problem, and setting 
out the present views of the Commission on it, would meet the situa- 
tion quite adequately, without opening up, as you put it, a Pandora’s 
box. 

We are in an area here where the law has not been completely 
staked out. That will have to be done through litigation, and prob- 
ably litigation at the Federal ‘Trade Commission. The Commission 
is a quasi-judicial agency, as well as an investigative prosecuting 
agency. 

Senator Humpnrey. Yes. 

Mr. Kinrner. And it is a delicate situation. 

Senator Humpurey. We realize that. Do you have any pending 
cases involving this particular subject ? 

Mr. Kinrner. Oh, yes: we have a number of pending cases involv 
ing the good-faith question. Indeed, there is a very informative opin- 
ion in the Niehoff case, which has been handed down by the Commis- 
sion. 

Senator Humpurey. Do you have any in the petroleum field, besides 
the one that is private litigation? I mean, other than private litiga- 
tion, in which, of course, you have only an indirect interest? 

Mr. Krnrner. Yes, there are other cases in litigation involving 
the petroleum industry. I would rather Mr. Sheehy, who is our 
director of litigation, would speak as to that matter. 

Senator Humenrey. Mr. Sheehy. 

Mr. Sueeny. As to which? 

Mr. Kintrner. As to the matter of pending litigation invelving the 
ae Pit industry. 

Mr. Sueeny. At the moment I have only one case that has not 
gotten on to the public record at all yet, Senator. There has been 
no complaint drafted in it. It is a matter that is under study. 

It does involve the granting or alleged granting of discriminatory 
prices to certain fleet buyers, as distinguished from the consumer 
buyers. It is along the line of a previous case handled by the Com- 
mission some time ago, in which it issued an order against the Ameri- 
can Oil Co. and its pri ractices here in the District. 

I should be glad to furnish that order, and the other I would prefer 
not to put on “the record, until the decision is made at Commission 
level as to whether or not complaint should issue. 

Senator Humpurey. My question was primarily directed toward 
this objective, namely, that if you do have cases such as in the petroleum 


2 The order referred to is retained in the committee files. 





GASOLINE PRICE WAR IN NEW JERSEY 457 


tield in which the expression of the Federal Trade Commission 
relating to sellers’ competition in good faith would be brought into 
for us again, and thereby give a chan © for ( laxific ation of VW hat un 
certainty there had been before, 1 think that would meet the problem 
that we have raised here. 

Mr. Gwynne. Senator, | would suggest, in addition to this letter, 
which I think will make the position of the Commission clear in 
the specific matter you have in mind, the Commission has recently 
handed down some opinions, not in petroleum cases but giving thei 
views of what the meeting of competition in good faith is. One is 
the Niehoff case, as General Counsel has suggested. I was wondering 
if you might be interested in our sending you copies of those several! 
opinions. 

Senator Humpurery. We would be, very much so. 

(The material referred to was received and retained in committee 
files. ) 

Mr. Gwynne. I might say they are being appealed to the courts. 
They just stand as our opinion, so far. 

Senator Humrurey. Senator Sparkman ¢ 

Senator SPARKMAN. Let me ask a question or two. 

Do I understand that the Federal Trade Commission has neve 
intervened as amicus curiae? You said something a while ago about 
having made a study of it, but I didn’t get quite clear whether they 
ever had. 

Mr. Kintner. I don’t want to testify categorically that the com 
mission has not, but I was unable at the time I made this informal 
study to find a precedent for such intervention. 

It may well be that the Commission in rare instances in its history 
has done so, but the policy generally has been not to intervene. 

However, each time that a request is made, the Commission considers 
that request on its merits very carefully after the matter is reviewed 
In my office. 

Senator SpaRKMAN. Ordinarily, are the requests made on the basis 
of decisions that have been rendered by the Federal Trade Commission 
oron what might be said to be their policy? 

Mr. Kintner. Occasionally, the request will arise because there is a 
feeling on the part of the person making the request that the court has 
misconstrued Commission decisions. We usually take the. attitude 
that counsel is able to call to the court’s attention, or to the reviewing 
court’s attention, any error that has been made by the lower court. 

And very often counsel will come to us and informally discuss these 
legal problems, and we give them as much advice as we can, based 
upon what we conceive to be the meaning of our cases. 

1 am afraid that occasionally people ask us to intervene simply 
because they want the weight of the Government on their side, and 
the request is rather frivolous. That happens many times. 

Senator SPARKMAN. Of course, as was pointed out, the Department 
of Justice does at times intervene; doesn’t it? 

_Mr. Kintner. Yes. And we have, as far as I am aware, no Commis 
sion policy against intervention. The policy, rather, is to be cautious 
with respect to exercising that privilege ? 

_ Senator Sparkman. Now, with reference to the principle enunciated 
in the lower court in the Enterprise case, do I understand that there is 
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no decision from the Federal Trade Commission on that particular 
point, or in line with that, but that it is a policy of the Commission ! 

Mr. Kiytner. That’s correct. 

Senator SparKMAN. It seems to me there might be a difference be- 
tween the position with reference to intervention regarding a decision 
of the Federal Trade Commission, and merely a policy that the Trade 
Commission has adopted. Would you think there would be any dis- 
tinction between the two? 

Mr. Kintner. That would be a factor to be considered, certainly, 
and considered very seriously in determining whether intervention 
should be had. I believe that the Commission’s decision in the Niehoff 
‘ase and certain other recent cases will go a long way toward shedding 
light upon this subject. 

Senator Humpnurey. 
sion intervening 

Mr. Dawkins. May I supplement something that has been said, 
Senator’ One of the strongest considerations in any question of 
intervention is always whether or not a wrong interpretation of a 
statute which is being administered is likely in the future to handicap 
the Commission in the performance of its duties under that statute. 
That is always one of the strongest considerations, as to whether or 
not intervention should be had. 

Senator Humrnrey. I think you can make a pretty good case for 
yourself on this. I can see the difference, however, between respond- 
ing to a private request for intervention on the part of interested 
parties, as compared to the request of a congressional committee or a 
branch of the Government, or another agency of the Government. 

Senator SpARKMAN. Or ex mero motu. 

Mr. Kin'rer. We always listen, Senator, with great respect to any 
suggestions emanating from a committee of Congress, and you can 
be sure that the suggestion you have made will be examined most 
carefully. One of the considerations will be, of course, that it comes 
from a committee of Congress. 

Senator Humpurey. You will send us the letter we have talked 
about, please ? 


(The information referred to was subsequently received and 
follows:) 


I can see the difference between the Commis- 





FEDERAL TRADE COMMISSION, 


Washington, March 9, 1956. 
Hon. Husert H. HUMPHREY, 


Chairman, Subcommittee on Retailing, Distribution, and Fair Trade Prac- 
tices, Senate Select Committee on Small Business, Washington, D. C. 


Dear Mr. CHAIRMAN: At the hearings on February 18, 1956, before the Sub- 
committee on Retailing, Distribution, and Fair Trade Practices of the Select 
Committee on Smail Business of the Senate you read into the record a portion 
of the decision filed on October 1, 1955, by the United States District Court for 
the District of Connecticut in Enterprise Industries, Inc. v. The Texas Company 
(par, 68,163, CCH Rep.), the key point in which you were concerned being the 
statement that “The act does not go so far as to allow discriminatory price 
cutting to enable a buyer to meet competition, but only to enable the seller to 
meet a lawful price of the seller’s competitor.” You then referred to the fact 
that the Commission has in the past “sent out letters advising, under similar situ- 
ations, that ‘No corrective action has been taken in such cases by the Commis- 
sion because of the probable defense available to the sellers under section 2 (b) 
of the Clayton Act, as amended by the Robinson-Patman Act.’” You then in- 
quired into the Commission’s present views upon this point, and after they were 
stated it was asked that they be incorporated in a letter to you. 
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The question in issue arose early in March 1955, when a member of the Com- 
mission referred to the General Counsel drafts of several letters relating to the 
closing of investigations of gasoline price wars which were before the Commis- 
sion for approval. The request for an expression of the views of the General 
Counsel related to several situations involving the application of section 2 (b) 
of the Clayton Act, and included the application of that section to a situation 
where a seller granted a price discrimination to a buyer for the purpose of en- 
abling the buyer to meet the prices of his competitors. In April 1955 the General 
Counsel, in response to this request, advised the Commissioner that although 
the particular point had not been decided in litigation, he was of the view that 
a discrimination in price granted by a seller to a buyer to enable the latter to 
meet the prices of his competitors was probably outside the protection of sec- 
tion 2 (b). This view was based principally upon the language of the statute 
itself and upon the legislative history showing the purposes of the change from 
the “meeting competition” language of the original section 2 of the Clayton Act 
to the present language in section 2 (b) of that act. 

On May 3, 1955, the Commission approved revised letters consistent with the 
view expressed by the General Counsel and directed that the memorandum dis- 
cussing the application of section 2 (b) be reproduced and distributed to appro- 
priate members of the staff. It must be recognized that the views thus expressed 
and adopted are necessarily speculative and perhaps the final answer must await 
a decision on this point by the Supreme Court, though it is interesting to observe 
that in the decision mentioned above the district court reached the 
conclusion. 

The adoption of this view by the Commission was for staff guidance and ad- 
ministrative purposes, primarily in connection with the scope of staff investiga- 
tions, and a final determination by the Commission must await decision in specific 
cases. There it must ultimately be controlled by the facts as they are developed 
in the specific case and the opinion of the Commission upon the application of 
the law to the facts of that case, after briefs are filed and oral argument is had. 

It is haped that this affords the information desired. 

By direction of the Commission. 


same 


JoHN W. Gwynve, Chairman. 

Senator Humeurey. Would you also send a copy of the letter to the 
United States Court of Appeals, or would you suggest that this sub- 
committee make the letter available to the Court ? 

Mr. Kintner. I would not advise the subcommittee to do so 

Senator SeaRKMAN. Neither one. 

Mr. Kinrner (continuing). Due to the separation of powers be- 
tween the legislative, executive, and judicial branches of the Govern- 
ment. 

Senator SpaRKMAN. Make it available to the counsel ? 

Mr. Kinrner. I believe that the Senator has spoken wisely. 

Senator Humrurey. I notice the Department of Justice did not 
have any reluctance in filing a brief as a friend of the court, despite 
the expressed will of the C ongress on fair trade, and the Congress 
has legislated rather authoritatively on the subject of fair trade, and 
yet the Department of Justice sees fit to enter a brief as a friend of 
the court in the Sunbeam case, contrary to the expression of law 
by the Congress. 

Senator SparKMAN. I meant to point out to the chairman of the sub- 
committee that I think I am correct in stating that a House committee 
once intervened. I think it was in the oil case, the California-Texas 
case. I think the House Judiciary Committee intervened. I may be 
wrong on that, but that is my recollection. 

Senator Humpurey. You mean we could get by without being con- 
demned ? 

Senator SpARKMAN. Legal intervention. 

Senator Humpnrey. May I say I was only treading to the brink, 
gentlemen. I did not want to get pushed over—just w vanted to sense 
the thrill that comes with getting close. 
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Mr. Gwynne. In line with what Senator Sparkman said, I recall] 
when I was on the House Judiciary Committee that an individual 
member, the chairman of the committee, I think, intervened in a mat- 
ter before the Supreme Court. 

Senator SpaRKMAN. I recall the intervention quite well. And it 
may have been on his own initiative, rather than the committee’s But 
I think, if I remember correctly, he did get a resolution from the 
committee authorizing him to do it. 

Mr. Gwynne. He appeared as a friend of the court. 

Senator SparKMAN. That is correct. 

Senator Humpnrey. We will want to talk over this matter of your 
filing a brief on this Enterprise case as a friend of the court. Just 
leave it in the stage at the moment—— 

Senator SparKMAN. Of informal discussion. 

Senator Humenrey. For further conjecture. However, may I sug- 
gest that you do a little soul searching on this and you also let the 
public interest be your guide and, if the public interest seems to have 
many forces in its behalf, why, do not be a reluctant dragon, just 
march right in. 

Mr. Kintner. I hope the staff of the subcommittee will feel free 
to discuss the matter with us—the pros and cons—because there are 
pros and there are certain cons. 

Senator Humpurey. I certainly sense that since we have been talk- 
ing about it here. I can see that this could be different. 

Mr. Kintner. We will be very glad to discuss the problem with the 
staff of the subcommittee. 

Senator Humpurey. I do not believe there is anything else. 

Senator Sparkman, do you have any questions, or any member of 
the staff ? 

Senator SparRKMAN. No. [have no further questions. 

Mr. Sueeny. I think a letter containing the Commission’s view re- 
garding the defense of meeting competition would be appropriate 
material for counsel to append | to a brief since it has already been 


brought in—the other view has been brought in through the previous 
brief. 


Senator Humpurey. Yes. 

Mr. Kinrner. I believe that is Senator Sparkman’s excellent sug- 
gestion. 

Senator Humpnurery. I think that might be the asswer to this rather 
difficult matter. 

Thank you very much; we appreciate your cooperation. And again 
I want personally to express my regret for delaying you. 

(Whereupon, at 12:15 p. m., the hearing adjourned.) 
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APPENDIXES 


APPENDIX I 
(Srnciarrk REFINING Co. REPLY TO COMMITTEE QUESTIONNAIRE) 


SINCLAIR REFINING Co., 
New York, N. Y., February 15, 1955. 
Hon. Epwarp J. THYE, 
Select Committee on Small Business, 
United States Senate, Washington 25, D.C. 


DeaR SENATOR: In response to your letter of December 6, 1954, concerning 
the causes of gasoline price wars in New Jersey, Sinclair Refining Co., respect- 
fully submits herewith its answers to the committee’s questionnaire. 

Very truly yours, 
J. E. DYEr. 


QUESTIONS OF DECEMBER 6, 1954, OF SENATE SMALL BUSINESS COMMITTEE AND 
ANSWERS THERETO OF SINCLAIR REFINING Co. IN REGARD TO THE STATE OF 
NEW JERSEY 


1. Give the number of gasoline service stations and other establishments re- 
tailing petroleum products which are regularly served by your company. An- 
swer : 483 as of December 1, 1954. 

(a) How many of these retail outlets are operated by lessee dealers of your 
company? Answer: 238. 

(b) How many of these retail outlets are operated by employees of your 
company? Answer: None. 

(c) How many of these retail outlets are operated by commissioned agents 
of your company? Answer: None. 

(d) How many of these retail outlets are independently owned and operated 
by persons whose only relationship to your company is that of customer to sup- 
plier? Answer: 245. 

(e) How many of these retail outlets are operated on a basis other than 
those described in parts (a), (b), (c), and (d) of this question? Describe every 
such additional category, and give the number of retail outlets included in 
each. Answer: None. 

(f) For each category enumerated above, give total gasoline gallonage de- 
livered by your company. Answer: For category (a), 14,664,591 gallons for the 
first 9 months of 1954; for category (d), 5,220,476 gallons for the same period. 

2. Of those retail outlets included in your answer to question 1 above— 

(a) How many are served by your company-owned distributors? Answer: 
157 were served by company owned and operated bulk plants (salary basis). 

(b) How many are served by commissioned agents for your company? Answer: 
326 were served by bulk plants operated on a commission basis. 

(c) How many are served through independently owned and operated job- 
bers? Answer: None. By “jobbers” Sinclair Refining Co. means independently 
owned and operated wholesalers who resell unbranded products of Sinclair 
Refining Co. By “distributors” Sinclair Refining Co. means independently 
owned and operated wholesalers who resell branded products of Sinclair Refin- 
ing Co. Sinclair Refining Co. has two distributors in New Jersey. One dis- 
tributor advised that it delivered 6,700 gallons of gasoline to its 1 service-station 
customer during the first 9 months of 1954. The other distributor advised that 
it deliver 365,243 gallons of gasoline to its 7 service-station customers during 
the first 9 months of 1954. These eight stations are not included in the 483 
stations which Sinclair Refining Co. served in New Jersey. 
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(d) How many are served through wholesalers falling in none of the foregoing 
categories? Describe the different categories in which such retail outlets fall 
and give number of outlets ineach. Answer: None. 

(e) Give total gasoline gallonage delivered by your company to outlets included 
in each of the categories enumerated above. Answer: For category (a), 
7,526,664 gallons during first 9 months of 1954; for category (0), 12,358,408 ga! 
lons during the same period. 

3. Give the number of gasoline service stations which are leased or subleased 
by your company to dealers or independent operators. Answer: 238 as of 
December 1, 1954. 

(a) For how many of these units is all of the realty owned by your company? 
Answer: 41. 

(b) For how many of these units is only the building or buildings owned by 
your company? Answer: 3. 

(c) How many of these units are leased by your company from their owners? 
Answer: 194. 

4. (a) How many of your lessee dealers are a party to more than one service- 
station lease agreement with your company? Answer: One as of December 
1, 1954. 

(b) How many are a party to more than five such agreements? Answer: 
None. 

5. (@) How many of your lessee dealers pay a rental based entirely upon 
their gasoline gallonage? Answer: 145. 

(b) How many pay only a flat sum rental to your company? Answer: 39. 

(c) How many pay a rental which is determined by a combination of the flat- 
sum method and the gallonage method Answer: 54. 

(d) What other methods of determining rental are used by your company? 
Describe each method and give number of lessee dealers subject to each. 
Answer: None. 

(e) Furnish a specimen copy of each of the different dealer-lease agreement 
forms used by your company. Answer: Specimen copies attached are a speci- 
men of form 1601—A, station lease, which is customarily used, and a specimen 
of form 2072-R, dealers permit, which is infrequently used. 

6. Describe how your company customarily determines the rental that is to 
be charged for service-station locations. 

Answer: In determining the rental per month that is to be charged for 
service-station locations, Sinclair Refining Co. customarily observes the follow- 
ing policy: 

(a) Where it owns the land and improvements, it divides into 12 equal 
installments the aggregate of the following: 4 percent per annum on its invest- 
ment in land, 8 percent per annum on its gross investment in improvements, 
taxes on the land and improvements, and 0.15 cent per gallon for maintenance. 

(b) Where it leases the land and owns the improvements, it divides into 12 
equal installments the aggregate of the following: the amount of Sinclair's 
yearly rental obligation, 8 percent per annum on its gross investment in im- 
provements, taxes on the improvements, and 0.15 cent per gallon for maintenance. 

(c) Where it leases both the land and improvements, it divides into 12 equal 
installments the aggregate of the following: the amount of Sinclair’s yearly 
rental obligation, and 0.15 cent per gallon for maintenance. 

If it is not feasible to charge the rental computed under the above policy, 
Sinclair Refining Co. charges less than such rental. On the other hand, if it is 
feasible to charge more, then Sinclair Refining Co. does so. 

7. Does your company have a supply contract in effect with every retail 
outlet which it regularly serves with gasoline or other petroleum products? If 
it does not, give the number of outlets so excepted. Also, provide specimen 
copies of the different supply contract forms used for retail outlets. Answer: 
Yes. Specimen copies attached are a specimen of form 731—D, refined oil sales 
agreement, dealer; and a specimen of form 2394, sales contract, automotive oils, 
greases, and lubricants. 

8. Give the number of your company’s gasoline customers reselling at retail 
who are regularly supplied in tank-car or larger quantities. Answer: None. 

(a) How many of your gasoline customers reselling at retail are classified by 
your company as tank-car or truck-transport purchasers? Answer: None. 

(b) How many of your gasoline customers reselling at retail are classified 


by your company as tank-wagon purchasers? Answer: 483 as of December 
1, 1954. 
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(c) For those customers included in your answers to parts (a) and (b) of 
this question, what was the total gallonage delivered to each category? Answer: 
To category (0), 19,885,067 gallons during the first 9 months of 1954. 

9. Give the number of service stations or other establishments retsiling gaso- 
line which were operated by your lessee dealers in January of 1952. Answer 
142. 

How many of such units have been changed to commissioned agent-operated 
stations since that time? Answer: None. 

10. Give the annual rate of turnover among your lessee dealers for the years 
1952, 1953, and 1954. Answer: 1952, 28 percent; 1953, 35 percent; first 11 
months of 1954, 33 percent. 

11. Give the number of service stations served by your company which also 
handie the branded gasoline of a competitive oil company. Answer: We keep 
no records on the subject of this question but believe the correct answer to the 
question to be: None. 

12. Give the number of service stations selling your gasoline under private 
brand names. Answer: We keep no records on the subject of this question but 
believe the correct answer to the question to be: None. 

12. Give the number of gasoline service stations and other establishments 
retailing petroleum products which have received from your company during 
this year of 1954 each of the following benefits : 

(a) A voluntary discount from posted prices of gasoline. Answer: 483 in 
the form of temporary voluntary allowances off and from Sinclair’s tank-wagon 
market price. 

(b) A rebate of part of the purchase prices of gasoline. Answer: None. 

(c) A pecuniary allowance which may be applied toward the purchase of 
petroleum products. Answer: None. 

(d@) A sign rental. Answer: None. 

(e) Other compensation paid retail outlets for promotion of your company’s 
brand name. Answer: Nene. However, as a part of and in conformity with its 
companywide policy, Sinclair Refining Co. offered advertising assistance to 
dealers in New Jersey whereby the company shared in the cost of certain local 
advertising for which the dealers contracted at their option. Thirty dealers 
participated in this advertising arrangement during the year 1954. 

14. Describe the purpose for which each category of benefits enumerated in 
question 13, was paid. 

Answer: Temporary voluntary allowances were granted by Sinclair Refining 
Co. to its dealers in New Jersey for the purpose of aiding in their survival, and, 
indirectly, to aid the survival of Sinclair Refining Co. itself as an effective 
competitor in that area. 

The retail (service station) selling prices of competitive gasolines were at 
times so low as to approach or be below the purchase price to Sinclair dealers 
for Sinclair gasolines. Sinclair dealers were faced with the alternative of 
meeting the selling prices of their competitors or of refusing to meet such prices; 
and in the latter event of transacting a severely reduced volume of business. In 
turn, the foregoing had an adverse effect on the sales volume of Sinclair Refining 
Co. In an effort to become and remain an effective competitor in the New Jersey 
area, Sinclair Refining Co. had invested substantial sums of money in retail out- 
lets which it owned or held under lease. In addition, the company had a substan- 
tial investment in equipment installed at retail outlets which its dealers owned or 
leased from third parties. All of these retail outlets were operated by Sinclair 
dealers and would be closed if the dealers could not transact a profitable business. 

In many instances dealers represented to Sinclair that unless they received help 
they would be forced to give up their businesses. 

Consequently, Sinclair Refining Co. felt itself forced to assist its dealers in 
such amounts for such periods of time and under such conditions as the circum- 
Stances seemed to require. 





(Exhibits for question 5-e) 


In the Territory of Bulk Plant 
at 


SraTion LEASE 


Tuts INDENTURE oF LEAsE, Made and entered into in duplicate this __________ 
en ee ee , A. D. 19_---_, by and between SiIncLatr REFINING Com- 
PANY, a Maine corporation, authorized to transact business in the State of 
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sical lacie alae te in INI: RY itt catsitcnscdeeeslinegiilennetiagienn 
of the first part (hereinafter referred to as ‘“‘Lessor’’), 

and 

of , part of the second 


part (hereinafter referred to as “Lessee,” whether one or more, and when re- 
ferred to by pronoun the masculine gender will be used) ; 

WITNESSETH : 

1. WueEREAs, Lessee desires to lease from Lessor the filling and service sta- 
tion, including other structures and facilities, if any, for the servicing of motor 
vehicles, hereinafter referred to as “station,” and the premises upon which the 
same is located, as hereinafter described, for the purpose of marketing through 
said station petroleum products and other merchandise ; and, 

2. Wuereas, Lessor is willing to lease said station on the terms and conditions 
hereinafter set forth ; 

3. Now, THEREFORE, in consideration of the premises, the rents herein re- 
served, and the covenants, conditions, and agreements herein set forth, on the 
part of Lessee to be paid, maintained, kept, and performed, Lessor does hereby 
demise and lease unto Lessee the following described premises used for and con- 
stituting an oil and gasoline service station, located at ~------------------- 
qinlindeebdhiciigls and situate in the City of ~--.-.-.--.-.-.., County of 
iietiiackaal NS IOI, NX 
together with the buildings, structures, improvements, pumps, tanks, appliances, 
furniture, tools, and other personal property located thereon, as set forth in an 
inventory taken and signed by the parties hereto, marked “Exhibit A” and at- 
tached to and made a part of this lease to the same effect as though written 
out in full herein, including any additions thereto or substitutions thereof which 
may be made by Lessor from time to time; receipt of any substituted or added 
equipment shall be evidenced by Lessor’s Receipt Form 995 “Equipment and Ma- 
terials Receipt,” and said receipt when signed by Lessee shall become a part of 
this lease with the same force and effect as though embodied herein; provided, 
however, that any equipment heretofore or hereafter delivered by Lessor to 
Lessee, whether or not evidenced by said receipt, shall be subject to the terms 
and conditions of this lease. It is understood and agreed that Lessee’s act of ac- 
cepting such equipment and signing said receipt shall be construed to be an 
acknowledgment by Lessee that the equipment described in said receipt was in 
good and serviceable condition at the time of its delivery to Lessee. 

4. To HAVE AND To HOLp the above demised and leased premises, and all rights, 
privileges, and appurtenances thereunto belonging, unto Lessee for and during 
the following term; ONE (1) Year beginning on the ---------- day of 
iedihatniibattieataditiin on Slee! , 19__._, and thereafter for successive terms of one year each, 
provided, however, that either party may terminate this lease at the end of 
the first one-year term or any successive yearly term, on Thirty (30) Days’ 
written notice given prior to the end of any such term. If Lessor holds the 
above premises by virtue of an underlying lease, it is agreed that under no cir- 
cumstances shall this instrument be deemed a transfer to Lessee of the entire 
unexpired term of such underlying lease so as to constitute an assignment thereof, 
and accordingly, in such event, a portion of the term of such underlying lease 
is hereby reserved to Lessor and the above stated term of this lease is hereby 
qualified to the extent that the term hereof shall in no event extend beyond 
the day preceding the last day of the term of such underlying lease or of any 
extension or renewal thereof, if same shall be extended or renewed by Lessor; 
provided however, that Lessor shall not be obligated to extend or renew such 
underlying lease or the term thereof, pursuant to any right contained therein 
or otherwise, in order that this lease may continue in effect. No previous 
notice or refund of rentals shall be required in the event of termination or 
cancellation of this lease for breach or default as hereinafter provided. 

5. Lessee shall yield and pay to Lessor as rental for said premises for and 
during said term the following sums: a sum to be computed at the rate of 
Si Mitt cent(s) per gallon of all gasoline delivered to said station for sale 
therefrom. All rentals shall be payable upon Lessor’s demand. All rentals 
shall be payable in lawful money of the United States at ~-.__________--- 
cediaee caneelcs chee. or at such other place as Lessor may from time to time 
designate. 

6. Lessee agrees that he will assert and maintain his right of entry and 
possession hereunder as against third persons and excuses Lessor from all duty 
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and liability with respect thereto. Lessee covenants and agrees that he will 
use and occupy said premises and station in a careful, safe and proper manner ; 
that he will not permit or suffer any waste thereon or thereof, or any nuisance 
thereon or thereabout; that he will keep the sidewalks adjacent to said premises 
free from snow and ice; and that he will maintain said premises in a clean, 
neat, orderly and sightly condition. Lessee further covenants and agrees that he 
will. at his own cost, maintain in good condition and repair any and all buildings, 
structures, equipment, appliances, and other personal property hereby leased to 
Lessee; and that he will not encumber or remove the same, or do or suffer to 
be done anything whereby the same or any part thereof may be seized, taken 
on execution, attached, destroyed, or injured, or by which the right of Lessor: 
therein or the title thereto may in any way be altered, impaired or prejudiced ; 
it being expressly agreed that Lessee acquires hereunder no interest in any 
buildings, structures, equipment, appliances, or other property now on said 
premises or which may hereafter be placed thereon by Lessor, except the 
to use the same as in this lease provided. Lessee further covelants and agrees 
that no part of said premises, whether or not adapted therefor, shall be used 
as living quarters or for dwelling purposes unless Lessor shall consent thereto 
by a separate instrument in writing setting forih the terms for such use and 
executed by the parties hereto. No such instrument shall be binding upon Lessor 
until signed on its behalf in the manner provided in Paragraph 22 hereof. 

7. Lessee shall be liable for and agrees to pay when due all license, permit, and 
inspection fees and occupation and license taxes assessed or charged on or against 
said premises and station or Lessee’s use or occupancy thereof; also all compen 
sation, fees, rents, and charges assessed and imposed by municipalities for the 
installation, use or maintenance of approaches or driveways serving said prem 
ises, and all water, sewage and waste disposal, rubbish and garbage disposal, gas, 
telephone, and electric light and power charges assessed or charged on or against 
said premises and station or Lessee’s use or occupancy thereof, including all 
taxes levied and assessed on Lessee’s property located thereon during the term 
hereof. 

S. Lessee shall comply with and obey all laws, ordinances, rules, regulations, 
orders, directives and requirements, whether regarded as valid or invalid, of the 
Federal, State, City, Village, or other governmental subdivision in which said 
premises are located and of any and all their agencies, bureaus and departments, 
to the extent that the same affect Lessee’s use and occupancy of said premises 
or the operation of said station. 

9. Lessee, for himself, his heirs, executors, administrators and assigns, hereby 
releases, relinquishes, discharges, and agrees to indemnify, protect and save 
harmless, Lessor, its successors and assigns, of and from any and all claim, de 
mands, and liability for any loss, damage or injury, including death, or other like 
or different casualty to persons (whether they be third persons, Lessee, or em 
ployees of either of the parties hereto) and to property (whether it be that of 
either of the parties hereto or of third persons), caused by, growing out of, or 
happening in connection with, Lessee’s use and occupancy of said premises or any 
buildings, structures, equipment or appliances located or to be located thereon, or 
by reason of any other casualty, whether due to negligence of Lessor of otherwise 

10. Lessee, for himself, his heirs, executors, administrators ‘and assigns, hereby 
releases, relinquishes and discharges, and agrees to indemnify, protect and save 
harmless, Lessor, its successors and assigns, of and from any and all claims, de 
mands and liability for any loss, damage, injury or other casualty to property 
(whether it be that of either of the parties hereto or of third persons), and to 
persons (whether they be third persons, Lessee or employees of either of the 
parties hereto), by reason of any leakage, fire or explosion of or from any such 
equipment or any part thereof, or of any gasoline, oils, or other petroleum prod 
ucts in or about or contained in the same, or by reason of any defects in the 
construction or installation of such equipment, or by reason of the use or opera- 
tion of such equipment, or by reason of the placing, erection, falling, or dislo 
cation of such equipment or any part thereof, or by reason of any casualty, 
whether due to the negligence of Lessor or otherwise. 

11. Lessee shall furnish, install and display continuously on the exterior of 
said station at a point visible and accessible to the public, a legible sign showing 
that Lessee is occupying said premises under a lease and is the sole owner uf the 
business and the products and services marketed at said station. 

12, If Lessee shall default in the performance of any convenant contained in 
this lease, or if Lessee shall violate any agreements, covenants, conditions and 
obligations of this lease upon him imposed, or if Lessee shall fail to comply with 
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and obey any of the laws, ordinances, rules, regulations, orders, directives and 
requirements, whether regarded as valid or invalid, of the Federal, State, City, 
Village, or other governmental subdivision in which said premises are located 
or of any and all their agencies, bureaus and departments, as by this lease re- 
quired, or if Lessee shall become bankrupt or become insolvent in the opinion of 
Lessor, or shall make an assignment for the benefit of creditors, Lessor in any 
event shall have the right to declare this lease terminate, and shall have the fur- 
ther right, without notice and without recourse to any legal proceeding, to enter 
upon the premises and repossess the same, including all property embraced with- 
in this lease, and Lessor shall have a first lien upon all merchandise and other 
property of Lessee located upon the leased premises to secure the payment of 
rent and all charges hereunder and the full performance by Lessee of all obliga- 
tions to Lessor; and Lessor shall further have all the rights and remedies pro- 
vided by law for the recovery of rent and possession. It is understood that the 
acceptance of rent by Lessor after default or the happening of any above con- 
tingency shall not be construed as a waiver of the rights of Lessor herein speci- 
fied. If Lessee is an individual and if be shall die during the term of this lease 
or any extension thereof, this lease shall automatically terminate. 

13. Upon the termination of this lease by lapse of time or otherwise, Lessee 
agrees to return to Lessor the said premises and station, together with all other 
property embraced within this lease, and any other property of Lessor located 
on said premises, in their condition when received by Lessee, reasonable wear and 
tear incident to proper use thereof excepted. In the event Lessee shall for any 
reason be unable to return any of said property, he agrees to replace the same 
with similar property of like value, or to pay Lessor the market price therefor. 

14. If there is a safe or chest included in the equipment leased hereunder, 
Lessee agrees to maintain said safe or chest in good and usable condition through- 
out the term hereof, and to bear the expense of any repairs thereon or replace- 
ment thereof; it being understood and agreed that Lessee shall assume any losses 
from robbery, burglary or larceny of the contents thereof, and of any property 
embraced within the lease. 

15. Lessor reserves the right of entry of its representatives, agents, and employ- 
ees for the purpose of examination and inspection of said premises and any 
property of Lessor located thereon. 

16. Lessee shall make no alterations or changes in or additions to any build- 
ings, structures or improvemerts on said premises without first procuring the 
written consent of Lessor so to do. Any work so authorized by Lessor shall be 
at the sole cost and expense of Lessee, and any such alterations, changes or addi- 
tions so made by Lessee shall forthwith become the property of Lessor, and 
Lessee shall have no claim of any kind or character therefor. 

17. This lease is personal to Lessee and shall not be assigned in whole or in 
part, and said premises or any part thereof shall not be sublet, nor shall any 
rights or privileges herein granted Lessee be sold, transferred or assigned without 
the written consent of Lessor first obtained. 

18. If during the term of this lease proceedings are instituted for the condem- 
nation of said premises or any part thereof, or if Lessor shall dispose of said 
premises or any part thereof or its interest therein, either voluntarily or involun- 
tarily, in order that the premises may be devoted wholly or partially to any public 
use, this lease shall, at the option of Lessor and upon written notice to Lessee, 
forthwith finally cease and terminate, and Lessee shall not be entitled to any dam- 
age award or purchase price, or any part of either, which may be paid on account 
of such condemnation or sale. 

19. Any prior agreement under which the Lessor leased the above described 
premises and equipment to the Lessee is hereby terminated on and as of the day 
preceding the commencement of the term hereof, except as to any liability which 
may or shall have accrued under and by virtue of any said agreement prior to 
such effective cancellation date. 

20. If the above described premises are held by Lessor under lease, Lessor shall 
have the right to exercise any and all termination rights reserved to it under 
such underlying lease, and if such underlying lease shall be terminated for any 
cause or in any manner at any time prior to the expiration of the term herein 
provided, this lease, at the same time, shall expire and terminate without previous 
notice to Lessee, and Lessor shall not be liable to Lesse in damages or otherwise 
on account of such prior termination. This lease shall be subject to all conditions 
and restrictions affecting the premises, including those which may be of record 
or in the underlying lease, if any, and also including building, building line, and 
zoning restrictions. If Lessee shall abandon, desert or vacate the premises during 
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the term of this lease, or during any extension or renewal period, for a period of 
more than 2 calendar days, Lessor may terminate this lease and repossess the 
premises. If the operation of a service station on said premises shall be pro 
hibited or restricted during the term hereof by statute, ordinance, order of court 
or other governmental authority, and not because of any fault or neglect of 
Lessee, this lease shall be subject to termination at the option of either party 

21. All notices given under this instrument shall be in writing, and may be 
given either in the statutory method, if any, in the State where the premises are 
located or by depositing the notice in the United States registered mail, postage 
prepaid, enclosed in an envelope addressed to the party to be notified at snch 
party’s address as shown in this instrument or at any other known address of 
Lessee, and the date upon which such notice is so mailed shall be treated as the 
date of service. If there be more than one Lessee, notice to one shall constitute 
notice to all. In addition, any notice given by Lessor to Lessee shall be valid if 
served upon Lessee in person or delivered to or left upon the premises 

22. This lease constitutes a merger of all proposals, negotiations and representa- 
tions with reference to the subject matter and provisions hereof, and may be 
altered, amended or modified only in writing signed by a representative of Lessor 
authorized to sign this instrument and by Lessee. Lessee acknowledges notice 
that this instrument may be executed on Lessor’s behalf only by one of its officers 
or managers and that none other has authority to consent or agree to any altera- 
tion, amendment, modification or limitation whatsoever of the terms of this 
lease. This lease shall not be binding upon Lessor until executed on its behalf 
notwithstanding any delivery of possession to, or the acceptance of rent from, 
Lessee. 

Witness the hands and seals of the parties respectively attested or witnessed, 
the day and year first above written. 

SIncLAIR REFINING CoMPANyY, Lessor 
i niet cnd ends 


(Manage 
aeinnibanen ' (SEAL) 
Lessee 
Suldthehdee oben — ; (SEAL) 


Le SRere 


as to Lessee. 


ExHtsit A 


Inventory of buildings, improvements, appliances, and equipment embraced 
within the foregoing lease, and received in good order by the undersigned Lessee, 
from Sinclair Refining Company, Lessor. 


Buildings and yard improvements: —----~~- 
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CERTIFIED AS CORRECT 


SINCLAIR REFINING CoMPANY, Lessor 


SINLCAIR REFINING COMPANY 


DEALERS PERMIT 


TH1s AGREEMENT, in duplicate, made and entered into this_____-~_- 
shige ede Ridl ata ced Dia diet D Oe care Gall Se. 19_- , by and between SINCLAIR RE FINING 
CoMPANY, a Maine corporation authorized ‘to transact business in the State of 
ea tN a acaba Te Tiina ioc titties te pa nth clades toate _, having a Sales Office 


6 Sets yuh oie Sins Ee ere eh ais first part (hereinafter 
designated as “Sinclair” SN tae 


Eh i Si cae be lihns eggs ale tnaeasclchdo tah evhck i iiss len ilbicaeaesie Gi dala sealed tes 
party of the second part (hereinafter designated as “Second Party,’ ’ whether one 
or more, and when referred to by pronoun the singular masculine gender will 
be used), 

WITNESSETH : 

1. THat, WHEREAS, Sinclair, under and by virtue of a lease, is in possession of 
certain buildings, improvements, fixtures, machinery, equipment and appliances 
constituting an oil and gasoline service station ‘(heres ifter referred to as 
“station”’) and of the following described real estate upon which said station is 
located and situated in the City of 
Sit ath cada en ccy MOS CL 


and State of 


_ WHERE AS, Second Party desires to. use and opers ate § said. station on and for 
Nn own account for the purpose of storing, handling and marketing in and 
through said station petroleum products (hereinafter referred to collectively 
as “products” ) ; and, 

5. WHEREAS, Sinclair is willing that Second Party may uSe and operate said 
station on and for his own account for the purpose aforesaid ; 

4. Now, THEREFORE, in consideration of the payments to be made by the Second 
Party, as hereinafter provided, and in consideration of the full and faithful 
performance by the Second Party of all the terms and conditions to be performed 
by him, as hereinafter set forth, Sinclair hereby gives and grants Second Party 


the right to use and operate said station on and for his own account for one 
year beginning the _ i OE in. , 18... 


Unless terminated as hereinafter provided, before or at the expiration ‘of such 
one-year period, this Permit shall continue in full force and effect as to all its 
terms, provisions and conditions from year to year, subject to cancellation by 
either party as herein specified. This agreement may be cancelled and termi- 
nated by either party at the experation of the one-year period herein specified, 
or at the end of any yearly period thereafter upon thirty 
written notice to the other party. 

5. In consideration of being permitted to use and occupy said station and prem- 
ises, to operate the same for his own account, for each month during the period 
in which this Permit shall be in effect or for each month of any renewal or ex- 


tension thereof, Second Party shall pay Sinclair in accordance with either of the 
following: 


(30) days previous 


Strike out either “A” or “B,” whichever does not apply 


sr I cetacean taaeelt i seiciinince ) Dollars per month, payable in 
advance «in the first business day of each month ; 


eS. ae (_---¢) cents(s) per gallon of all gaso- 
line whi -h shall be delivered to said station for sale therefrom, payable upon 


demand from Sinclair, provided, however, that Second Party shall pay upon 
Sinclair’ s demand at least 
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All sums payable hereunder shall be payable in lawful money of the United 
Srakee BE cent ee eee ee _. Or at such other place as Cinclair may 
from time to time designate. 

6. Second Party covenants and agrees that he will use and occupy the prem 
ises and station in a careful, safe and proper manner; that he will not permit 
or suffer any waste thereon or thereof, or any nuisance thereon or thereabout; 
and that he will maintain said premises in a clean, neat, orderly and sightly con- 
dition. Second Party further covenants and agrees that he will, at his own cost, 
maintain in good condition and repair any and all buildings, structures, equip- 
ment, appliances, and other personal property on said premises; and that he 
will not encumber or remove the same, or do or suffer to be done anything where- 
by the same or any part thereof may be seized, taken on execution, attached, de- 
stroyed or injured, or by which the right of Sinclair therein or the title thereto 
may in any way be altered, impaired or prejudiced; it being expressly agreed 
that Second Party acquires hereunder no interest in any buildings, structures, 
equipment, appliances, or other property now on said premises or which may 
hereafter be placed thereon by Sinclair, except the right to use the same as in this 
Permit provided. 

7. Second Party shall be liable for and agrees to pay all license, permit, and in 
spection fees, occupation and license taxes, and all water, gas, telephone, and 
electric light and power charges assessed or charged on or against said premises 
and station or Second Party’s use or occupancy thereof, including all taxes levied 
and assessed on Second Party’s property located thereon during the period hereof. 

8. Second Party shall comply with and obey all laws, ordinances, rules, regula- 
tions and requirements of the State, City, Village, or other governmental sub- 
division in which said premises are located, so far as same affect Second Party’s 
use and occupancy of said premises and the operation of said station. 

9. Second Party, for himself, his heirs, executors, administrators and assigns, 
hereby releases, relinquishes, discharges, and agrees to indemnify, protect and 
save harmless, Sinclair, its successors and assigns, of and from any and all 
claim, demands, and liability for any loss, damage, or injury, including death, or 
other like or different casualty to persons (whether they be third persons, Second 
arty, or employees of either of the parties hereto) and to property (whether it 
be that of either of the parties hereto or of third persons), caused by, growing 
out of, or happening in connection with, Second Party’s use and occupancy of said 
premises or any buildings, structures, equipment or appliances located or to be 
located thereon, or by reason of any other casualty, whether due to negligence of 
Sinclair or otherwise. 

10. Second Party, for himself, his heirs, executors, administrators and assigns, 
hereby releases, relinquishes and discharges, and agrees to indemnify, protect 
and save harmless, Sinclair, its successors and assigns, of and from any and all 
claims, demands and liability for any loss, damage, or injury, including death, 
or other like or different casualty to persons (whether they be third persons, Sec- 
ond Party, or employees of either of the parties hereto) and to property (whether 
it be that of either of the parties hereto or of third persons), by reason of any 
leakage, fire or explosion of or from any such equipment or any part thereof, or 
of any gasoline, oils, or other products in or about or contained in the same, or 
by reason of any defects in the construction or installation of such equipment, or 
by reason of the use or operation of such equipment, or by reason of the placing, 
erection, falling, or dislocation of such equipment or any part thereof, or by rea- 
son of any casualty, whether due to the negligence of Sinclair or otherwise. 

11. In the event Second Party shall (a) violate any agrements, covenants, con- 
ditions, and obligations of this Permit upon him imposed, or (b) be in any man- 
ner in default herennder, Sinclair shall have the right to declare this Permit 
cancelled and terminated; and shall have the further right, without notice and 
Without recourse to any legal proceeding, to enter upon the premises and re- 
possess itself of same, including all property embraced within this Permit: and 
shall have a first lien upon all merchandise and other property of Second Party 
located upon the premises to secure the payment of all charges accrued here- 
under and the full performance by Second Party of all obligations to Sinclair: 
and shall further have all the rights and remedies provided by law for the re 
covery of possession. 

‘ 12. Upon the termination of this Permit by lapse of time or otherwise, Second 
arty agrees to return to Sinclair the said premises and station, together with 


66238—56—pt. 3-18 
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all other property embraced within this Permit, and any other property of Sin- 
clair located on said premises, in their condition when received by Second Party, 
reasonable wear and tear incident to proper use thereof excepted. In the event 
Second Party shall for any reason be unable to return any of said property, he 
agrees to replace the same with similar property of like value, or to pay Sinclair 
the market price therefor. 

13. Sinclair reserves the right of entry of its representatives, agents, and em 
ployees for the purpose of examination and inspection of said premises and any 
property of Sinclair located thereon. 

14. Second Party shall make no alterations or changes in or additions to any 
buildings, structures or improvements on said premises without first procuring 
the written consent of Sinclair so to do. Any work so authorized by Sinclair 
shall be at the sole cost and expense of Second Party, and any such alterations, 
changes or additions so made by Second Party shall forthwith become the prop- 
erty of Sinclair, and Second Party shall have no claim of any kind or character 
therefor. 

15. This Permit is personal to Second Party and shall not be assigned in whole 
or in part, nor shall any rights or privileges herein granted Second Party be 
sold, transferred or assigned without the written consent of Sinclair first 
obtained. 

16. If during the period of this Permit proceedings are instituted for the con 
demnation of said premises or any part thereof, or if Sinclair shall dispose of 
its interest in said premises or any part thereof, either voluntarily or involun- 
tarily, in order that the premises may be devoted wholly or partially to any pub- 
lic-use, this Permit shall, at the option of Sinclair and upon written notice to 
Second Party, forthwith finally cease and terminate, and Second Party shall 
not be entitled to any damage award or purchase price, or any part of either, 
which may be paid on account of such condemnation or sale. 

17. Any prior agreement or permit under which Sinclair gave to Second Party 
the right to use and operate said station on and for his own account is hereby 
cancelled and terminated on and as of the day preceding the commencement of 
the period hereof, except as to any liability or obligations which may or shall 
have accrued under and by virtue of any said agreement or permit prior to 
such effective cancellation date. 

18. If the lease held by Sinclair shall be cancelled or shall terminate for any 
cause prior to the expiration of the within Permit, this Permit shall automati- 
cally terminate without previous notice, and Sinclair shall not be liable to Second 
Party in damages or otherwise on account of such cancellation or termination. 
If the operation of a service station on said premises shall be prohibited or re- 
stricted during the period hereof by statute, ordinance, order of court, or other 
governmental authority, and not because of any fault or neglect of Second Party, 
this Permit shall be subject to termination at the option of either of the parties 
hereto. 

19. All notices given under this instrument shall be in writing, and may be 
given either in the statutory method, if any, in the State where the premises 
are located or by depositing the notice in the United States registered mail, post- 
age prepaid, enclosed in an envelope addressed to the party to be notified at such 
party’s address as shown in this instrument or at any other known address 
of Second Party, and the date upon which such notice is so mailed shall be 
treated as the date of service. If there be more than one Second Party, notice 
to one shall constitute notice to all. In addition, any notice given by Sinclair 
to Second Party shall be valid if served upon Second Party in person or de- 
livered to or left upon the premises. 

20. This instrument constitutes a merger of all proposals, negotiations and 
representations with reference to the subject matter and provisions hereof, states 
the entire agreement of the parties, and may be altered, amended or modified 
only in writing signed by a representative of Sinclair authorized to sign this in- 
strument and by Second Party. Second Party acknowledges notice that this 
instrument may be executed on Sinclair’s behalf only by one of its officers or 
managers and that none other has authority to consent or agree to any altera- 
tion, amendement, modification or limitation whatsoever of the terms of this in- 
strument. This instrument shall not be binding upon Sinclair until executed 
on its behalf notwithstanding any delivery of possession to, or acceptance of rent 
from, Second Party. 
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IN WITNESS WHEREOF, the parties have hereunto subscribed their names 
or caused the same to be done the day and year first above written, and have 
delivered the same free of any conditions not hereinabove set forth. 

WITNESSES : 
SINCLAIR REFINING Company, First Party 


Manager 

Re eit arate Dea (SEAL) 
Second Party 

tee et ca cine ee ._(SEAL) 


(EXHIBITS FOR QUESTION 7) 


(Specimen of form used with Sinclair Refining Co.’s reseller customers when 
Sinclair has no interest in the real estate occupied by such customer. Note over- 
print in par. No. 6.) 

SINCLAIR REFINING COMPANY 


KLEFINED OLL SALES AGREEMENT—DEALER (TANK WAGON ) 


fiiis AGREEMENT, made and entered into this ~___-__-_- day of 


_..., 19__-_-, by and between SIncLarR REFINING COMPANY (a Maine cor- 
poration), having an office at the address hereinafter specified, as Seller, and 
OR a occi ena Se ee cca iene , as Dealer; 


WirnesseTu, That, for the considerations herein contained, Seller hereby 
igrees to, and hereby does, sell to Dealer, and Dealer hereby agrees to, and 
hereby does, buy from Seller, during each yearly period this agreement is in 

lect, Wut Glee teen 6.2 gallons nor more than —~___--___~_ gallons, in the 

l’Rices : For each delivery of any above product Dealer shall pay Seller’s official 
established tank wagon price per gallon to dealers (without any discount or 
deduction therefrom) for deliveries of such product prevailing at the time and 
or the place of each such delivery, as scheduled at the bulk plant from which 
delivery is mude. Dealer agrees that Seller shall have the right to change said 
price from time to time without notice to Dealer except as scheduled at said 
bulk plant or as shown in Seller’s invoices. 

PLACE AND Mrrnop or Dertvery: The gasoline purchased hereunder shall be 
delivered in fairly even monthly quantities by tank wagons or transport trucks 
to Dealer’s place or places of business at 

DURATION OF AGREEMENT: This agreement shall continue in effect for one year 
Leer EUR UR Ree CO ae a NI a acs cas erento 5 eaesed Unless terminated 
as hereinafter provided, before or at the expiration of such initial period, this 

zreement shall continue in full force and effect as to all its terms, provisions and 
conditions from year to year, subject to cancellation by either party as herein 
specified. 

Terms: Net Cash (without discount) on delivery. If Seller shall extend 
credit to Dealer, the right to withdraw credit at any time is reserved by the 
Seller. Payments shall be made by Dealer in lawful money of the United States, 
or its equivalent, and shall be made to Seller’s agent or bailee at ____-___----~-~- 

ee or to Seller’s office at 10 West 5ist Street, New York, N. Y. 


ADDITIONAL PROVISIONS 


1. In addition to the prices herein provided, Dealer shall pay Seller amounts 
equivalent to any and all taxes, excises, duties, charges and inspection and other 
fees, and any and all increases therein, which are now or may hereafter be 
imposed, directly or indirectly, by any domestic or foreign governmental author- 
ity or ageney on, against, in respect of or measured by the products covered by 
this agreement, or any material contained in such products, or the importation, 
exportation, production, manufacture, sale, transportation, delivery or other 
handling of such products or material or any feature thereof or of this agree- 
ment. The amounts of any such taxes, excises, duties, charges or inspection and 
other fees shall be added to the prices herein provided when Seller either pays 
or becomes liable for the payment of any such taxes, excises, duties, charges or 
inspection and other fees. 
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2. Failure or refusal by Dealer to comply with requirements, which Seller may 
impose hereunder as to payments, shall entitle Seller to suspend deliveries pend- 
ing such failure or refusal, or to terminate this agreement forthwith. The 
suspension of deliveries or termination of this agreement under any of the con- 
ditions herein set forth shall not in any wise prejudice Seller’s claim for dam- 
ages. 

3. It is expressely understood and agreed that Seller shall not be obliged here 
under to sell or deliver Sinclair Ethyl Gasoline or Sinclair U. S. Motor Specifica- 
tions Gasoline or Sinclair Pennant Gasoline unless specifically included abov: 
and until Seller has a sufficient supply thereof at the bulk plant from which de 
liveries are made to the Dealer. 

t. In the event that Sinclair U. S. Motor Specifications Gasoline or Sinclair 
Pennant Gasoline is covered by this agreement, Seller shall have the right and 
privilege of discontinuing deliveries thereof at any time and from time to time 
without notice to Purchaser; and in the event of any such discontinuance, Seller 
shall have the right and privilege of delivering hereunder, in lieu of the product 
so discontinued, any other Sinclair branded gasoline of approximately the same 
specifications as the one discontinued, and in such event the applicable terms 
and conditions relating to the product discontinued, including the price, shall 
apply with equal force and effect to the Sinclair branded gasoline so substituted, 
it being expressely agreed that Seller shall not be required to substitute any 
other branded gasoline. 

>. In the event that Sinclair Ethyl Gasoline is covered by this agreement and 
if Seller should at any time during the life of this agreement discontinue the 
marketing of Sinclair Ethyl Gasoline in Dealer's territory and should market 
in such territory some other premium gasoline in place thereof, Seller shall have 
the right and privilege thereafter of delivering such other premium gasolin« 
instead of Sinclair Ethyl Gasoline. 

6. This Agreement may be cancelled and terminated by either party at the 
expiration of the initial period herein specified, or at the end of any yearly period 
thereafter, upon thirty (30) days’ previous written notice to the other party. 

Dealer agrees that Seller shall also have the right to terminate and cancel this 
agreement at any time upon thirty (30) days’ previous written notice by Seller 
to Dealer. 

7. Dealer shall not change or alter by any means whatsoever the nature, qual- 
ity, or appearance of any of the products purchased and sold hereunder. Any 
violation of this provision by Dealer shall give Seller the right to suspend im- 
mediately further deliveries hereunder of such products or to terminate this 
agreement. Seller shall have the right from time to time during the life of this 
agreement to change, alter, or amend any of the trade names or brands under 
which products covered by this agreement are now or may hereafter be marketed. 
Seller agrees that the commodity sold hereunder shall be uniform in quality and 
at all times up to its standards. 

8. All orders hereunder will be filled with reasonable promptness, and it is 
mutually agreed that Seller shall not be obliged to furnish any products here- 
under nor be liable for loss or damage for failure so to do or for failure or delay 
in making deliveries of such products when such failure or delay arises from 
(a) any cause beyond Seller’s control; or (b) by reason of reduction in or 
failure: of Seller’s supply of such products or containers therefor at any point 
from which Seller customarily makes or would make deliveries to Dealer or 
shipments to Dealer’s destinations, or of Seller’s supply, at the point of manu- 
facture, of raw or other materials from which such products are manufactured 
or which constitute components thereof; or (c) from discontinuance or inter- 
ruption of any means or method of transportation customarily used by Seller 
in making deliveries to Dealer’s destinations or to the vicinity thereof; or (d) 
from or through acts of God, strikes, lockouts, differences among or with its 
workmen, fires, explosions, sabotage, accidents, riots, civil commotion, acts of 
war, results of warfare or war conditions in this or any foreign country; or 
(e) mechanical breakdowns in its manufactories, or breaks in or total or partial 
destruction of its supplying pipe lines; or (f) the restriction or prohibition or 
prevention of the importation of necessary finished or raw materials; or (g) acts 
of foreign or domestic Governmental authority, or requests, orders or requisi- 
tions of constituted authorities, civil or military, or the exercise of eminent ° 
domain, or any seizure or appropriation of any of Seller’s property or of the man- 
agement or operation thereof, whether regarded as lawful or unlawful; or (h) 
any increase in Seller’s cost of materials or of manufacture or of delivery, or 
any decrease in Seller’s prices for such products, imposed by Governmental 
actions or orders; or (i) any other cause beyond Seller’s control, not enumerated 
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herein, whether or not such cause shall be similar to any of the specifications of 
excuse hereinbefore stated. Seller shall not be liable for loss or damage to the 
premises where deliveries are made or to Dealer's property unless such loss or 
damage is caused solely by Seller’s negligence. 

§. The sale of any motor fuel which may contain either an “Ethyl” or any other 
anti-knock compound under the agreement is subject to (a) all the provisions 
contained in the agreements under which Seller is licensed to manufacture and 
sell motor fuel containing said compounds and (b) compliance by Dealer with 
all such provisions, rule® regulations and orders now in existenee or which 
may hereafter be issued by the licensor or any governmental authority having 
jurisdiction insofar as the same apply to motor fuel purchased by Dealer from 
Seller. If Dealer shall fail or refuse to comply therewith, Seller may either 
suspend deliveries of such motor fuel or terminate this agreement in respect to 
such motor fuel. It is expressly agreed that such gasoline containing an “Ethyl!” 
or other anti-knock compound is sold for use as a motor fuel only and is not 
to be used or resold for cleaning purposes under any circumstances, 

10. Any notice to be given hereunder shall be in writing and shall be deemed 
to have been duly given if and when deposited in the United States mail, properly 
stamped and addressed to the party for whom intended at the address of such 
party herein specified, or when delivered personally to such party at such address. 

11. Any sales contract or agreement, covering tank wagon or transport truck 
deliveries of gasoline to the Dealer's place or places of business above specified, 
heretofore entered into between the parties hereto is hereby cancelled and ter- 
minated on and as of the effective date hereof, except as to any liability or 
obligations which may or shall have accrued under and by virtue of any said 
contract prior to such effective cancellation date. 

12. Seller hereby authorizes Dealer to use the trade-marks and brand names of 
Seller solely on and in connection with the products purchased from and so 
identified by Seller, the same to be used during such time only as this agreement 
shall be in effect. If Seller shall lend to Dealer or permit Dealer to use any sign or 
device of any kind bearing Seller’s name or any trade-mark, brand name, symbol 
or slogan, to be used for the purpose of identifying or advertising Seller's prod 
ucts, Dealer agrees upon demand to return such sign or device to Seller and to 
discontinue the use of any word, name, phrase or thing which Dealer is hereby 
authorized to use. Dealer is permitted to use Seller’s said name, trade-marks, 
brand names, signs, devices and slogans only upon the following conditions: (a) 
that they will be used in such way only as Seller may authorize; (b) that they 
will not be used in the identifying or advertising of any products except those 
supplied by Seller; (c) that Dealer will not permit anyone else to exercise or 
use any of the rights, privileges or things granted or lent to Dealer; (d) that 
Dealer will not claim any right, title or interest in or to Seller’s name, trade- 
marks, brand names, signs, devices and slogans; and (e) that Dealer will never 
directly or indirectly deny or assail or assist in denying or assailing the sole and 
exclusive ownership of Seller in and to the same. Failure or refusal by Dealer 
to comply with the terms and conditions set forth herein shall entitle Seller to 
terminate forthwith the within agreement; but such termination shall not in 
anywise prejudice Seller’s claim for damages. 

13. This agreement shall not be assigned by Dealer in whole or in part; con- 
stitutes a merger of all proposals, negotiations and representations with reference 
to the subject matter and provisions hereof; and may be altered, amended or 
modified only in writing signed by Dealer and by a representative of Seller 
authorized to sign this agreement. Dealer acknowledges notice that this instru- 
ment may be executed on Seller’s behalf only by one of its officers, managers or 
chief clerks, and that none other has authority to consent or agree to any altera- 
tion, amendment, modification or limitation whatsoever of the terms of this 
agreement. 

Witness the hands and seals of the parties hereto the day and year first above 
written. 

SIncLAIR REFINING CoMPANY, Seller 
Manager. 
cmtig acon AT 
Dealer. 


Secretary of Dealer. 
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(Specimen of form used with Sinclair Refining Co.’s reseller customers who 
have leased from Sinclair the real estate occupied by such customer. Note ab- 
sence of overprint in par. No. 6.) 


SINCLAIR REFINING COMPANY 


REFINED OIL SALES AGREEMENT—DEALER (TANK WAGON) 


THIS AGREEMENT, made and entered into this ______- I sees eettns sieikesisiaaieks ; 
ie , by and between SIncLAIR REFINING COMPANY (a Maine corporation), 
having an office at the address hereinafter specified, as Seller, and of —___- 
son thc ic reel ast ee deel nai ie ae ale in ae , as Dealer; 

WITNESSETH, That, for the considerations herein contained, Seller hereby 
agrees to, and hereby does, sell to Dealer, and Dealer hereby agrees to, and 
hereby does, buy from Seller, during each yearly period this agreement is in effect, 
i Se Se a. Societe <niee gallons nor more than 


Prices: For each delivery of any above product Dealer shall pay Seller’s official 
established tank wagon price per gallon to dealers (without any discount or 
deduction therefrom) for deliveries of such product prevailing at the time and 
for the place of each such delivery, as scheduled at the bulk plant from which 
delivery is made. Dealer agrees that Seller shall have the right to change szid 
price from time to time without notice to Dealer except as scheduled at said bulk 
plant or as shown in Seller's invoices. 

Pace AND MetTHop oF DeELIvery: The gasoline purchased hereunder shall be 
delivered in fairly even monthly quantities by tank wagons or transport trucks 
to Dealer’s place or places of business at 

DURATION OF AGREEMENT: This agreement shall continue in effect for one year 
EI RO A ee es eS a le f-Eetcnein’ 
Unless terminated as hereinafter provided, before or at the expiration of such 
initial period, this agreement shall continue in full force and effect as to all its 
terms, provisions and conditions from year to year, subject to cancellation by 
either party as herein specified. 

TeRMS: Net Cash (without discount) on delivery. If Seller shall extend credit 
to Dealer, the right to withdraw credit at any time is reserved by the Seller. 
Payments shall be made by Dealer in lawful money of the United States, or its 
equivalent, and shall be made to Seller’s branch manager or marketer at —____- 


cs dh cease den tee coalesce ine Ca ge or to Seller’s office at ....___.-._ 


ADDITIONAL PROVISIONS 


1. In addition to the prices herein provided, Dealer shall pay Seller amounts 
equivalent to any and all taxes, excises, duties, charges and inspection and 
other fees, and any and all increases therein, which are now or may hereafter 
be imposed, directly or indirectly, by any domestic or foreign governmental 
authority or agency on, against, in respect of or measured by the products cov- 
ered by this agreement, or any material contained in such products, or the 
importation, exportation, production, manufacture, sale, transportation, delivery 
or other handling of such products or material or any feature thereof or of 
this agreement. The amounts of any such taxes, excises, duties, charges or 
inspection and other fees shall be added to the prices herein provided when 
Seller either pays or becomes liable for the payment of any such taxes, excises, 
duties, charges or inspection and other fees. 

2. Failure or refusal by Dealer to comply with requirements, which Seller 
may impose hereunder as to payments, shall entitle Seller to suspend deliveries 
pending such failure or refusal, or to terminate this agreement forthwith. The 
suspension of deliveries or termination of this agreement under any of the 
conditions herein set forth shall not in any wise prejudice Seller’s claim for 
damages. 

3. It is expressly understood and agreed that Seller shall not be obliged here- 
under to sell or deliver Sinclair Power-X Gasoline or Sinclair U. S. Motor Speci- 
fications Gasoline or Sinclair Pennant Gasoline unless specifically included above 
and until Seller has a sufficient supply thereof at the bulk plant from which 
deliveries are made to the Dealer. 

4. In the event that Sinclair U. S. Motor Specifications Gasoline or Sinclair 
Pennant Gasoline is covered by this agreement, Seller shall have the right and 
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privilege of discontinuing deliveries thereof at any time and from time to time 
without notice to Purchaser; and in the event of any such discontinuance, 
Seller shall have the right and privilege of delivering hereunder, in lieu of 
the product so discontinued, any other Sinclair branded gasoline of approxi- 
mately the same specifications as the one discontinued, and in such event the 
applicable terms and conditions relating to the product discontinued, includ- 
ing the price, shall apply with equal force and effect to the Sinclair branded 
gasoline so substituted, it being expressly agreed that Seller shall not be required 
to substitute any other branded gasoline. 

5. In the event that Sinclair Power-X Gasoline is covered by this agreement 
and if Seller should at any time during the life of this agreement discontinue 
the marketing of Sinclair Power-X Gasoline in Dealer's territory and should 
market in such territory some other premium gasoline in place thereof, Seller 
shall have the right and privilege thereafter of delivering such other premium 
gasoline instead of Sinclair Power-X Gasoline. 

6. This agreement may be cancelled and terminated by either party at the 
expiration of the initial period herein specified, or at the end of any yearly 
period thereafter, upon thirty (30) days’ previous written notice to the other 
party. 

7. Dealer shall not change or alter by any means whatsoever the nature, 
quality, or appearance of any of the products purchased and sold hereunder. 
Any violation of this provision by Dealer shall give Seller the right to suspend 
immediately further deliveries hereunder of such products or to terminate this 
agreement. Seller shall have the right from time to time during the life of 
this agreement to change, alter, or amend any of the trade names or brands 
under which products covered by this agreement are now or may hereafter be 
marketed. Seller agrees that the commodity sold hereunder shall be uniform 
in quality and at all times up to its standards. 

8. All orders hereunder will be filled with reasonable promptness, and it is 
agreed that Seller shall not be obliged to furnish any products hereunder nor 
be liable for loss or damage for failure or delay in making deliveries when such 
failure or delay arises from (a) any failure of Seller’s supply of containers 
therefor at any point from which Seller customarily would make deliveries: 
or (b) interruption of any means of transportation; or (c) acts of God, strikes, 
lockouts, differences among or with its workmen, fires, accidents, civil commo- 
tion, war conditions in this or any foreign country, mechanical breakdowns in 
its manufactories or of its supplying pipe lines, acts of foreign or domestic 
Governmental authority, including, but not limited to, any system of priority 
controls, allocations or requisitions; or (d) any seizure or appropriation of any 
of Seller’s property or of the management or operation thereof; or (e) any 
other cause reasonably beyond Seller’s control, whether or not such cause shall 
be similar to any of the specifications of excuse hereinbefore stated. 

9. The sale of any motor fuel which may contain either an “Ethyl” or any other 
anti-knock compound under this agreement is subject to (a) all the provisions 
contained in the agreements under which Seller is licensed to manufacture and 
sell motor fuel containing said compounds and (b) compliance by Dealer with all 
such provisions, rules, regulations and orders now in existence or which may 
hereafter be issued by the licensor or any governmental authority having juris- 
diction insofar as the same apply to motor fuel purchased by Dealer from Seller 
If Dealer shall fail or refuse to comply therewith, Seller may either suspend 
deliveries of such motor fuel or terminate this agreement in respect to such motor 
fuel. It is expressly agreed that such gasoline containing an “Ethyl” or other 
anti-knock compound is sold for use as a motor fuel only and is not to be used 
or resold for cleaning purposes under any circumstances. 

10. Any notice to be given hereunder shall be in writing and shall be deemed 
to have been duly given if and when deposited in the United States mail, properly 
stamped and addressed to the party for whom intended at the address of such 
party herein specified, or when delivered personally to such party at such 
address. 

11. Any sales contract or agreement, covering tank wagon or transport truck 
deliveries of gasoline to the Dealer’s place or places of business above specified, 
heretofore entered into between the parties hereto is hereby cancelled and termi- 
nated on and as of the effective date hereof, except as to any liability or obliga- 
tions which may or sball have accrued under and by virtue of any said contract 
prior to such effective cancellation date. 

12. Seller hereby authorizes Dealer to use the trade-marks and brand names of 
Seller solely on and in connection with the products purchased from and so iden- 
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tified by Seller, the same to be used during such time only as this agreement shall 
be in effect. If Seller shall lend to Dealer or permit Dealer to use any sign or 
device of any kind bearing Seller’s name or any trade-mark, brand name, symbol 
or slogan, to be used for the purpose of identifying or advertising Seller’s prod- 
ucts, Dealer agrees upon demand to return such sign or device to Seller and to 
discontinue the use of any word, name, phrase or thing which Dealer is hereby 
authorized to use. Dealer is permitted to use Seller’s said name, trade-marks, 
brand names, signs, devices and slogans only upon the following conditions: 
(a) that they will be used in such way only as Seller may authorize; (b) that 
they will not be used in the identifying or advertising of any products except 
those supplied by Seller; (c) that Dealer will not permit anyone else to exercise 
or use any of the rights, privileges or things granted or lent to Dealer; (d) that 
Dealer will not claim any right, title or interest in or to Seller’s name, trade- 
marks, brand names, signs, devices and slogans; and (e) that Dealer will never 
directly or indirectly deny or assail or assist in denying or assailing the sole 
and exclusive ownership of Seller in and to the same. Failure or refusal by 
Dealer to comply with the terms and conditions set forth herein shall entitle 
Seller to terminate forthwith the within agreement; but such termination shall 
not in anywise prejudice Seller’s claim for damages. 

13. This agreement shall not be assigned by Dealer in whole or in part; consti- 
tutes a merger of all proposals, negotiations and representations with reference to 
the subject matter and provisions hereof; and may be altered, amended or 
modified only in writing signed by Dealer and by a representative of Seller 
authorized to sign this agreement. Dealer acknowledges notice that this agree- 
ment may be executed on Seller’s behalf only by one of its officers, managers, or 
chief clerks, and that none other has authority to consent or agree to any alter- 
ation, amendment, modification or limitation whatsoever of the terms of this 
agreement. 

Witness the hands and seals of the parties hereto the day and year first above 
written. 

SINCLAIR REFINING CoMPANY, Seller 
Manager. 
cath cis Gets igh aN Ea ag a spine dateinitcsniaelec 
itn ltteer (SEAL) 
Dealer. 


Secretary of Dealer. 
SALES CONTRACT—AUTOMOTIVE OILS, GREASES, AND LUBRICANTS 
THis CONTRACT, made by and between SINCLAIR REFINING COMPANY, a.Maine 


corporation, as Seller, and 
of 


(Street Address) (City) State 


WITNESSETH : 


1. Seller agrees to sell to Buyer and Buyer agrees to purchase from Seller, 
during each yearly period this contract is in effect, not less than two hundred and 
fifty (250) gallons, or the equivalent thereof, of Sinclair Opaline Motor Oil, Sin- 
clair Pennsylvania Motor Oil, Sinclair Pennant Motor Oil, and Sinclair Greases 
and Lubricants. The quantities to be purchased by Buyer may, at Buyer’s option, 
exceed such minimum quantity to the extent of Buyer’s usual requirements but, 
except with Seller’s consent, the aggregate quantity to be purchased shall not ex- 
OEE a saacaen cee ( ) gallons, or the equivalent thereof, and deliveries during any 
one month shall not exceed one-eighth (14) of such maximum. In determining 
quantities, eight (8) pounds of products sold and purchased by the pound shall 
be considered the equivalent of one (1) gallon. Seller shall not be obliged to 
deliver any oil in bulk in lots of less than five (5) gallons. 

2. This contract shall continue in effect for one (1) year beginning the 


RN A iid etic rnicgnetiied sae 6 RE he iiiae Unless terminated, as hereinafter provided, 
before or at the expiration of such one-year period, this contract shall continue in 
full force and effect as to all its terms, provisions and conditions from year to 
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year, subject to termination by either party as herein specified. Either party 
shall have the right to terminate this contract at the end of the said one-year term 
or at the end of any yearly term thereafter upon thirty (30) days’ written notice 
given prior o the end of any such term. 

3. Delivery shall be F. O. B. Seller’s bulk plant at cate ; 

4. Prices shall be Seller’s prices for said products prevailing at the time and 
for the place of delivery, as shown in Seller's “Price Schedule, Form 2395,” 
posted and then in effect at Seller’s bulk plant from or at which delivery shall be 
made. 

5. In consideration of Buyer’s agreement to purchase quantities aggregating 
not less than two hundred and fifty (250) gallons, or the equivalent thereof, 
during each yearly period this contract is in effect, and on the condition that 
Buyer shall purchase not less than such minimum, Buyer shall receive discounts 
of two (2¢) cents per gallon on products sold and purchased by the gallon, and 
one-quarter (144¢) cent per pound on products sold and purchased by the pound. 
Such discounts shall be allowed in Seller's invoices. 

6. Terms of payment shall be one (1%) per cent discount if paid within ten 
(10) days from the date of delivery, thirty (30) days net. Such discount shall not 
be allowed from or be applied to or be computed upon taxes and freight. Pay- 
ments shall be made in lawful money of the United States, or its equivalent, at 
the Sales Office of Seller. 

7. The Additional Provisions printed on the reverse side hereof shall con- 
stitute a part of this contract. 

In WITNESS WHEREOF, Seller and Buyer have executed this contract 
tS sciences day of 


SINCLAIR REFINING CoMpPany, Seller 


Manager 


Buys 


(Officer of Buy er) 
ADDITIONAL PROVISIONS OF CONTRACT 


1. At any time after the first six (6) months of any yearly period hereof, 
if the quantity sold and purchased hereunder during such period has averaged 
less than twenty-one (21) gallons, or the equivalent thereof, per month, Seller 
shall have the right to terminate this contract. 

2. There shall be added to the applicable prices, and be paid by Buyer, as 
Seller may require, amounts equivalent to any and all taxes, excises, duties, 
charges and inspection and other fees now or hereafter imposed by any govern- 
mental agency or authority which are applicable to the products sold, or to the 
manufacture, sale, delivery or handling of said products. 

3. If, in the opinion of Seller, the financial responsibility of Buyer becomes 
impaired or unsatisfactory at any time while this contract is in effect, Buyer 
shall, if required by Seller so to do, make cash payments or furnish satisfactory 
security before any further deliveries are made hereunder. 

4. Failure or refusal by Buyer to comply with the requirements which Seller 
may impose upon Buyer in accordance with paragraph numbered “3” hereof 
shall entitle Seller to suspend deliveries during such failure or refusal or to 
terminate this contract. The suspension of deliveries or the termination of 
this contract under any of the said conditions shall not in anywise prejudice 
Seller’s claim for damages. 

5. It is agreed that Seller shall not be obliged to furnish any products here- 
under nor be liable for loss or damage for failure or delay in making deliveries 
when such failure or delay arises from (a) any failure of transportation facilities 
or of Seller’s supply of containers at any point from which Seller customarily 
would make deliveries; or (b) interruption of any means of transportation; 
or (¢c) acts of God, strikes, lockouts, differences among or with its workmen, 
fires, accidents, civil commotion, war conditions in this or any foreign country, 
mechanical breakdowns in its manufactories or of its supplying pipe lines, acts 
of foreign or domestic governmental authority, including, but not limited to, any 
system of priority controls, allocations or requisitions; or (d) any seizure or 
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appropriation of any of Seller’s property or of the management of operation 
thereof; or (e) any other causes reasonably beyond Seller’s control whether or 
not ~ cause shall be similar to any of the specifications of excuse hereinbefore 
stated. 

6. Such 50/55-Gallon Barrels as may be provided by Seller for use in delivering 
products hereunder in bulk shall remain the property of Seller, and the terms 
and conditions under which said Barrels are provided shall be as Seller may 
from time to time establish. 

7. This contract shall in nowise bind Seller until it is executed on its behalf 
and the original contract or a duplicate so executed is delivered to Buyer. The 
fact that any delivery or shipment of any of the products covered by this con- 
tract is made by Seller to Buyer prior to such execution and delivery shall not 
be construed as an acceptance of this contract by Seller, but in any event Buyer 
shall pay for products so delivered or shipped at the prices herein provided 
for such products, except that Buyer shall not receive the discounts specified 
in the paragraph numbered “5” on the obverse side hereof. 

8. The counterpart of this contract held by Seller shall be considered the 
original and shall be the binding contract in case of a variance in any particular 
between it and any other signed copy. This contract shall not be assigned by 
Buyer in whole or in part without Seller’s prior written consent; shall be effec- 
tive to terminate and supersede on and as of the effective date hereof any pre- 
vious contract between Seller and Buyer for the sale and purchase of any of 
the products specified herein except that no liability or obligations which shall 
have accrued under and by virtue of any such contract prior to such effective 
termination date shall be affected hereby; constitutes a merger of all proposals, 
negotiations and representations with reference to the subject matter and pro- 
visions hereof; and may be altered, amended or modified only in writing signed 
by Buyer and by a representative of Seller authorized to sign this contract. 
Buyer acknowledges notice that this instrument may be executed on Seller’s 
behalf only by one of its officers, managers or chief clerks, and that none other 
has authority to consent or agree to any alteration, amendment, modification or 
limitation whatsoever of the terms of this contract or to any assignment hereof. 

9. Buyer shall not change or alter by any means whatsoever the nature, 
quality or appearance of any of the products purchased and sold hereunder. 
Any violation of this provision by Buyer shall give Seller the right to suspend 
immediately further deliveries hereunder of such products or to terminate this 
contract. Seller shall have the right from time to time during the life of this 
contract to change, alter or amend any of the trade names and brands under 
which the products covered by this contract are now or may hereafter be mar- 
keted. 

10. If Buyer has entered into or shall enter into any contract with Seller, 
covering the purchase by Buyer of gasoline or other petroleum products from 
Seller, and if any such contract covering gasoline or other petroleum products 
shall be terminated for any reason prior to the end of the term of this contract, 
or prior to the end of any renewal or extension thereof, either party to this con- 
tract shall have the right to declare this contract terminated on and as of the 
date of termination of the contract covering gasoline or other petroleum products. 

11. Seller hereby authorizes Buyer to use the trade-marks and brand names 
of Seller solely on and in connection with the products purchased from and so 
identified by Seller, the same to be used during such time only as this contract 
shall be in effect. If Seller shall lend to Buyer or permit Buyer to use any sign or 
device of any kind bearing Seller’s name or any trade-mark, brand name, symbol 
or slogan, to be used for the purpose of identifying or advertising Seller’s prod- 
ucts, Buyer agrees upon demand to return such sign or device to Seller and to 
discontinue the use of any word, name, phrase or thing which Buyer is hereby 
authorized to use. Buyer is permitted to use Seller’s said name, trade-marks, 
brand names, signs, devices and slogans only upon the following conditions: 
(a) that they will be used in such way only as Seller may authorize; (b) that 
they will not be used in the identifying or advertising of any products except 
those supplied by Seller; (c) that Buyer will not permit anyone else to exercise 
or use any of the rights, privileges or things granted or lent to Buyer; (d) that 
Buyer will not claim any right, title or interest in or to Seller’s name, trade- 
marks, brand names, signs, devices and slogans; and (e) that Buyer will never 
directly or indirectly deny or assail or assist in denying or assailing the sole and 
exclusive ownership of Seller in and to the same. Failure or refusal by Buyer 











n 
r 
re 


1e 


‘O- 


or 


i. 
nd 
lis 
Lis 
er 
ir- 


Pr, 
ym 


ct, 
n- 


1S: 
at 
“pt 
ise 
at 
le- 
rer 
nd 
rer 


GASOLINE PRICE WAR IN NEW JERSEY 479 


to comply with the terms and conditions set forth herein shall entitle Seller to 
terminate forthwith the within contract; but such terminaion shall not in 
anywise prejudice Seller’s claim for damages. 


APPENDIX IIT 
(GULF O1L Corp. REPLY TO COMMITTEE QUESTIONNAIRE) 


GULF Or Coprp., 
LAW DEPARTMENT, 
New York, N. Y., February 16, 1955. 
Re Senate Small Business Committee questionnaire 
Hon. Epwarp J. THYE, 
Committee on Small Business, United States Senate, 
Washington, D. C. 

My Dear Senator THYE: Please refer to your communication of December 
6, 1954, addressed to Mr. Sidney A. Swensrud, Gulf Oil Corp., Pittsburgh, Pa., 
together with my letter of acknowledgment to you of January 5, 1955, concern- 
ing the above-captioned subject. 

I am very sorry to have taken so long a period of time in which to answer 
your questionnaire, but it was somewhat complicated in the case of Gulf Oil 
Corp. for the reason that there are two sales divisions—at New York and 
Philadelphia—which market our petroleum products in the State of New Jersey. 
It was therefore necessary to assemble the information, separately, from each 
division office and then consolidate it in order to answer the questionnaire. 

I am now enclosing Gulf’s answers to the questionnaire, and I trust that 
the committee will find each answer to be responsive. 

Respectfully yours, 
FREDERICK L. SCOFIELD. 


SENATE SMALL BUSINESS COMMITTEE QUESTIONNAIRE, STATE OF NEW JERSEY 
GULF OIL Corp. 


1. Gulf Oil Corp. had a total of 1,122 customers retailing petroleum products 
in New Jersey as of November 30, 1954, which customers are regularly served 
by the company. A total of 108,469,500 gallons of gasoline was delivered to 
these customers for the 12-month period ending November 30, 1954. 

(a) 448 retail outlets were operated by lessee dealers of Gulf as of November 
30, 1954, and the company sold 64,665,700 gallons of gasoline to these lessee 
dealers in the 12-month period ending November 30, 1954. 

(b) One retail outlet is operated by employees of the company. For this 
same 12-month period the company sold 435,000 gallons of gasoline at this outlet. 

(c) None of these retail outlets are operated by commission agents of the 
company. 

(d) The number of retail outlets independently owned and operated by dealers 
whose only relationship to Gulf is that of customer to supplier, totaled 674 
as of November 30, 1954. The company sold 43,368,800 gallons of gasoline to 
these outlets for the 12-month period ending November 30, 1954. 

(e) None of these retail outlets are operated on a basis other than the 
‘sategories described in subsections (a), (0), (c), and (d) above. 

2. (a) We do not have any company-owned distributors. 

(b) Of those retail outlets included under question 1 above, 125 were served 
by commission distributors of Gulf Oil Corp. The company sold 7,989,000 gallons 
of gasoline to these outlets for the 12-month period ending November 30, 1954. 

(c) The retail outlets served through independently owned and operated 
jobbers are not included in our answer to question 1 above for the reason that 
they are not our accounts. Accordingly, it is obvious that the company does 
not regularly serve such outlets with its petroleum products. However, we have 
ascertained from our jobbers in the State of New Jersey that for the 12-month 
period ended November 30, 1954, they served 70 retail outlets, delivering 5,080,600 
gallons of gasoline to such outlets. 

(d) Of those retail outlets included in our answer to question 1 above, none 
were served through wholesalers other than as stated in subsections (b) and (¢) 
herein. 
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(e) None of the foregoing gasoline gallonage was delivered by Gulf Oil Corp. 
to the outlets included in each of the categories listed herein. Commission dis- 
tributors own and operate their trucks and they deliver to Gulf’s accounts. Inde- 
pendently owned and operated jobbers likewise own and operate their trucks, 
but deliveries are for their own accounts. 

3. We lease or sublease 448 gasoline service stations in the State of New Jer- 
sey to independent operators. 

(a) Gulf owns the realty at 187 of these service stations. 

(b) We own the buildings only at 24 of these stations. 

(c) The company leases 237 of these stations from their owners. 

4. (a) Three of our lessee dealers are parties to more than one service station 
lease agreement. 

(b) We do not have any lessee dealers who are parties to more than five service 
station lease agreements. 

5. (a) Thirty-eight lessee dealers pay a rental to Gulf based on gasoline 
gallonage. 

(b) Four hundred and six lessee dealers pay a flat monthly rental to Gulf. 

(c) Two lessee dealers pay a rental to Gulf which is determined by a combina- 
tion of the flat-sum method and the gallonage method. 

(d) We do not have any other method of determining rental for lessee dealers. 

(e) A specimen copy of the dealer lease agreement form is attached hereto, 
and it is the only form we use. (See exhibit C.) 

6. Our company customarily determines the rental to be charged for service- 
station locations by estimating the potential gross revenue that the station 
should produce under average operations. Such revenue is multipled by a 6 
percent factor to determine the rental. Our rental appraisal sheet, form No. 
2070, copy of which is attached hereto, is prepared by a sales representative and 
it is thereafter reviewed and approved by a district manager. 

7. With the exception of seven accounts, we have a supply contract in effect 
with every retail outlet in the State of New Jersey which we regularly serve 
with gasoline or other petroleum products. We are attaching hereto a specimen 
copy of the gasoline supply contract form used for retail outlets. (See exhibit 
A.) 

8. (a) None of our gasoline customers reselling at retail are classified as tank 
ear or truck transport purchasers. We may make full transport truck deliveries 
to certain locations but this is done as a matter of convenience to both the gaso- 
line customers and to Gulf, and it does not affect the classification of the account. 

(b) All of our gasoline customers reselling at retail are classified as tank wagon 
purchasers. 

9. We had 414 service stations or other establishments retailing gasoline which 
were operated by lessee dealers in January 1952. One service station was con- 
verted to commission operation on November 12, 1954, for gasoline only. 

10. The annual rate of turnover among lessee dealers for the years 1952-54 
were as follows: 
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11. In the State of New Jersey the company serves one service station 
account which also handles the branded gasoline of a competitive oil company. 

12. There are nine service station which sell our gasoline under private brand 
names. 

13. (a) During the year 1954 the company extended area temporary competi- 
tive allowances to every dealer in the State of New Jersey, and such allowances 
were shown as discounts on the face of the invoices. These allowances were 
available to dealers provided they made purchases of gasoline during the periods 
such allowances were in effect. 

(b) A rebate of part of the purchase price of gasoline was extended by the 
company to 257 dealers from time to time during 1954 in the State of New 
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Jersey. These rebates were handled by credit memoranda at the end of each 
month. 

(c) The company did not grant any pecuniary allowance to be applied toward 
the purchase of petroleum products. 

(d) Gulf did not pay for any sign rentals at gasoline service stations and 
other establishments retailing petroleum products. 

(e) No other form of compensation was paid to retail outlets for promotion 
of Guif’s brand name. 

14. (a) The company extended area temporary competitive allowances for 
the sole purpose of meeting bona fide competition at both retail and wholesale 
levels. After making an investigation of competitive conditions, Gulf would 
extend temporary competitive allowances in the areas found to be affected by 
competitive conditions which necessitated a policy of meeting competition. 

(b) Rebates made by the company at the end of each month, in the form 
of credit memoranda, are known as individual temporary competitive allow- 
ances. These allowances were extended to any Gulf dealer who could prove to 
our satisfaction that he needed price assistance to meet verified competition in 
the immediate neighborhood of his service station. 

Special allowances were extended in the same form, to seven individual 
dealers as a defensive measure to meet the offers of competitor suppliers and 
prevent the loss of such accounts to competitors 

FEBRUARY 16, 1955. 


(Documents submitted by Mr. Guzzo with his statement. See p. 294.) 


Exursit A 


(ExHIBir vOR QUESTION 7) 
GULF OIL CORPORATION 


CONTRACT FOR SALE OF GULF PETROLEUM PRODUCTS 


THIS CONTRACT, made and entered into this —_ day of 
, by and between GuLF OIL Cor- 


PORATION, party of the first part and aad 
eee Or Tee SECOnG DATt MILUGTON q....— <0 inn ncns 
City of County of 


WITNESSETH : 

The party of the first part sells and agrees to deliver to the party of the second 
part and the party of the second part purchases and agrees to receive from the 
party of the first part, during the term of this contract, second party’s require- 
ments of Gulf petroleum products, consisting of That Good Gulf Gasoline, Gulf 
No-Nox Gasoline, also Traffic Gasoline if, and during the periods of time, first 
party sells Traffic Gasoline in the circuit point in which second party’s place of 
business is located. 

Delivery in approximately equal monthly quantities to be made at the premises 
occupied by the second party, as above stated, by tank wagon or truck, during 
business hours, and upon reasonable notice of requirements by second party to 
first party. 

Second party shall pay to first party its current scheduled dealer’s price for the 
place of delivery in cash at time of delivery unless first party shall extend credit 
which at first party’s option may be revoked. The financial responsibility of 
second party must at all times be satisfactory to the first party, or deliveries may 
be suspended under this contract, and in case second party shall not pay any 
draft drawn by first party for bills due, first party, if it so elects, may cancel and 
terminate this contract. 

There shall be added to the contract price specified and second party shall 
assume and pay any internal revenue, war revenue, excise, sales or other tax 
that may now or hereafter be imposed by the Federal Government, or by any 
State, County or Municipality upon the products covered by this agreement, or 
in respect to the production, manufacture, sale or transportation thereof, provided 
that payment of such tax by second party is lawfully permissible. 
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This contract is to continue for _-__.__~~ years, beginning on the 
I Saeenihcecectnneidiera eee aca , and terminating on the 
ee ee a ae Slt chbttecis ; and from year to year thereafter; 
provided, however, that party of the second part may terminate this contract on 
the last date mentioned or any. succeeding anniversary date thereof, by giving 
party of the first part sixty (60) days prior written notice of the intention to 
do so, and party of the first part may terminate this contract at any time by 
giving party of the second part ten (10) days prior written notice of the intention 
to do so. The notice to party of the first part shall be given either by delivery 
of the written notice to first party’s Division Office or by depositing the written 
notice in the United States Mails addressed to first party at ------------------ 
sane ect cam teak ackire, ea ea , with postage paid. The notice to party of the 
second part shall be given either by delivery of the written notice to party of the 
second part at the premises occupied by party of the second part or by depositing 
the written notice in the United States Mails addressed to second party at 
wii tc lclaeee ce tac cece cae og a cineca naa , with postage paid. 

In the event the performance of this contract by either party is affected by 
strike, fire, riot, war, act of God, governmental regulations, or governmental 
requests or requisitions for national defense or other purposes, or failure or short- 
age of railway, pipe line, or vessel service normally available to either party 
hereto, or breakdown of, or injury to, or shortage in, facilities used for the pro- 
duction, refining, or transportation of the products described herein, or of the 
crude oil or other raw material from which they are made, or any other cause 
beyond the reasonable control of the parties hereto, or either of them, whether 
similar to or dissimilar from the enumerated causes, the suffering party may, 
at its, his, or their option, suspend or terminate the performance of this contract, 
in whole or in part, and no liability for damages shall attach against either party 
on account thereof. Seller shall not be required to make up any deliveries omitted 
on account of any such causes. 

First party shall have the right from time to time during the life of this agree- 
ment to change, alter, amend or eliminate any of the trade names or brands of 
products covered by this contract, in which event this contract shall cover products 
of the new name and designation to the same extent as if said name or designa- 
tion were specifically set forth herein. 

This contract is not assignable, except with the written consent of first party. 
Upon second party’s default or failure to perform any of the conditions of this 
agreement, first party may forthwith declare this agreement at an end. 

This instrument contains each and every agreement and understanding existing 
between the parties relating to the subject matter of this contract, and no agent 
of the first party has authority to change, modify or add to this contract, or to 
make any other or further agreements in connection therewith. 

It is further understood and agreed that this contract shall not become binding 
upon the Gulf Oil Corporation until approved and signed by its authorized 
Manager. 

EXECUTED in duplicate the day and year first above written. 


GuLF Or CORPORATION 





District Manager. 
Second Party 
Sign Here 


Exnutsit B 


AUTOMOTIVE LUBRICATING OIL AND GREASE CONTRACT—DEALER 


TuHIs CoNTRACT OF SALE made and entered into between Gutr On. CorPORATION, 

hereinafter caller “SELLER” and 

situated at 

called “PURCHASER” 
WITNESSETH : 


That for the consideration herein set forth and upon the terms and condi- 
tions herein specified Setter agrees to sell and deliver to PurRcHASER, and 
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PURCHASER agrees to purchase and receive from SeLier and pay for in accord- 
ance with the terms and conditions of this contract the PURCHASER’s requirements 
of the products listed herein for the period of time mentioned below. 

Products.—Automotive Lubricating Oils and Greases, as listed in SeLuer’s 
established current printed “Contract Price Schedule—Dealer.” 

Quantity.— Requirements; not to exceed gallons maximum 
per annum. It is understood and agreed that SeLier shall not be required to 
deliver in any one month more than eth of the maximum quantity per annum 
shown herein, or to make any deliveries subsequent to the termination of this 
contract, without its consent. 

Price—PURCHASER agrees to pay Setter for Automotive Lubricating Oils 
and Greases purchased, SELLER’s established current prices, at SELLER’s ware 
houses, as may be in effect at time and place of delivery, for the respective 
brands, grades, packages and quantities. 

SELLER'S established current prices, referred to above are understood to be 
those shown in the Gulf’s printed “Contract Price Schedule—Dealer” in effect 
on date of delivery for point of delivery, and only such discounts as are shown 
in said “Contract Price Schedule—Dealer” will be allowed. 

The above prices are f. 0. b. _---------- otiat 

TimMe.—This contract shall be effective for a period of one year beginning 
the first day of , 19___._ and from year to year thereafter; 
provided, however, that PURCHASER may terminate this contract at the end of 
the first year or on any succeeding anniversary date thereof by giving SELLER 
60 days prior written notice of the intention to do so, and SELLER may terminate 
this contract at any time by giving PuRcHASER 10 days prior written notice of 
the intention to do so. 

Payment.—Terms of Payment: C. O. D. less 1%; 1% 10 days, net 30 days 
from date of shipment. 

PURCHASER Shall pay for goods without discount or deduction except as stated 
above; and if at any time the financial responsibility of PURCHASER shall become 
impaired or unsatisfactory to SELLER or in SELLER’s opinion inadequate to meet 
the obligations hereunder, cash payments or satisfactory security may be required. 
A failure to pay any amount when due may at the option of SELLER terminate 
the contract as to further deliveries, and no forbearance, course of dealing, or 
prior payment, shall affect this right of Setter. 

Tares.—See paragraph 1 under “Provisions” on reverse side hereof. 

Conditions.—This conttract is subject to the “Provisions” printed on reverse 
side hereof and on reverse side of “Contract Price Schedule—Dealer.” 

This instrument contains each and every agreement and understanding exist- 
ing between the parties relating to the subject matter of this contract, and no 
agent of Setter has authority to change, modify or add to this contract, or to 
make any other or further agreements in connection therewith. 

Approval.—This contract or any modification thereof shall not be binding 
upon SELLER until approved and signed on its behalf by its authorized Manager. 
Commencement of performance hereunder prior to approval and signing as above 
stipulated in no case shall be construed as a waiver by SELLER of this requirement. 

This contract executed this OE nscnicntintersbenine aon 


GULF Ort CORPORATION 


PURCHASER 
Sign Here ____-- 
WITNESS: 


ae ee Se Sees 


PROVISIONS 


1. Tagves, etc.—It is agreed that there shall be added to the contract price 
specified, and PURCHASER will assume and pay any and all internal revenue, war 
revenue, charges, inspection fees and/or any other tax that may now or hereafter 
be imposed by the Federal Government, or by any State, County or Municipality, 
or by any governmental authority, upon the products covered by this agree- 
ment,—or in respect to the importation, exportation, production, manufacture, 
sale, use, distribution or transportation thereof or on any feature thereof or of 
this contract; or any increase made necessary by the fixing by competent 
authority of minimum prices at which any or all of the products covered by 
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this agreement must be sold, which minimum prices are greater than the price 
or prices provided herein; also an amount proportionate to any increase in 
SELLER’s costs resulting from any form of inflation or the fixing by competent 
authority of minimum wages or maximum hours of labor or increased costs 
of materials or transportation; provided that payment of such tax or increased 
price by PuRcHASER is legally permissible. 


Provided that if PurRCHASER claims exemption from any such tax, inspection 
fees or charges levied by any governmental authority with respect to the 
importation, exportation, production, manufacture, sale, use, distribution or 
transportation of the articles herein specified, said Purcnaser shall furnish 
appropriate, completely executed exemption certificates, in accordance with the 
laws and regulations imposed by any such governmental authority in effect at 
the time of sale; but should said exemption be denied, all such taxes shall then 
be paid by PURCHASER. 

2. Warranty.—SeE.LLER warrants that said Petroleum Products will be uni- 
form in quality and at all times up to its standards. 

3. Trade Names.—PURCHASER, in order to designate the source and origin of 
the products, may use in selling them, but only during the life of this contract, 
trade names of SELLER on all products purchased hereunder, but only on products 
purchased hereunder. All package goods of SELLER sold to PURCHASER and 
resold by him, shall be resold in the original packages. PURCHASER will never 
directly or indirectly deny, assail or assist in denying or assailing the sole 
ownership of SELLER in and to its trade names, advertising matter, or emblems 
or Signs and the like and will not claim any right, title or interest in and to 
the same, and shall upon termination of this contract or renewal thereof dis- 
continue the use of the same. Any trade names, signs, emblems, advertising 
matter and the like, furnished PURCHASER by SELLER hereunder, shall be returned 
to SELLER upon the termination of this contract or renewal thereof and upon 
request, with the exception of distributive advertising matter disposed of by 
PURCHASER. PURCHASER agrees not to permit anyone else to exercise or use 
any of the rights, privileges or things granted or loaned to PURCHASER here- 
under. Failure or refusal by PurcHASER to comply with any of the conditions 
of this paragraph, shall entitle SELLER at its option to terminate this agreement, 
but such termination shall not in any way prejudice SELLER’s claims for damages. 

4. Change of Brand Name.—SeEtter, in its uncontrolled discretion, may at 
any time change the brand name or any distinctive designation of any of its 
products. Should it do so, this contract shall be deemed to cover product(s) 
of the new name(s) and/or designation(s) to the same extent as if said name(s) 
or designation(s) were specifically set forth herein. 

5. Discontinuance of Products.—SeE.LerR reserves the right to discontinue the 
sale in PuRCHASER’s territory of any product named herein. Should Sever 
do so, SELLER shall not thereafter be obligated to make deliveries hereunder of 
such product. If, however, SELLER shall sell in the territory in which deliveries 
are made to PURCHASER another product in place of a discontinued one, such 
product shall be substituted for the one discontinued. SeELvier shall thereafter 
be obligated to sell and PurRcHASER shall be obligated to buy, receive and pay 
for whatever quantity of other and/or substituted products as shall be requisite 
in order that the aggregate quantity obligation set forth in this contract shall be 
performed. 

6. Definition of “gallon.’—The term “gallon” wherever used herein, shall be 
constrned to mean the U.S. gallon of 231 cubic inches. 

7. Shipments Prior to Approval.—The fact that any shipment of any of the 
products specified herein is made by Se_ier to PURCHASER prior to execution 
and approval of this contract and delivery of executed copy to PurRcHASER 
shall not be construed as an acceptance of this contract by SELLER, and Pur- 
CHASER shall pay for products so shipped at the prices herein provided for such 
products. 

8. Deliveries Delayed or Prevented.—In the event the performance of this con- 
tract by either party is affected by strike, fire, riot, war, Act of God, govern- 
mental regulations, or governmental requests or requisitions for national defense 





or other purposes, or failure or shortage of railway, pipe line, or vessel service 


normally available to either party hereto, or breakdown of, or injury to, or short- 
age in, facilities used for the production, refining, or transportation of the prod- 
ucts described herein, or of the crude oil or other raw material from which they 
are made, or any other cause beyond the reasonable control of the parties hereto, 
or either of them, whether similar to or dissimilar from the enumerated causes, 
the suffering party may, at its, his, or their option, suspend or terminate the 
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performance of this contract, in whole or in part, and no liability for damages 
shall attach against either party on account thereof. SeLLer shall not be required 
to make up any deliveries omitted on account of any such causes. 

9. Unloading-Demurrage.—lIt is agreed that no shipments will be made in tank 
cars or vessels unless PURCHASER has provided sufficient available bulk storage 
to unload from tank car or vessel direct into such storage. PURCHASER shall pro- 
vide adequate facilities for the prompt unloading of all tank cars, freight cars 
and vessels, and shall promptly receive and unload shipments, returning empty 
cars as instructed by SELLER. PURCHASER shall pay demurrage, car rental, 
charter hire, and other damages for the time any cars or vessels are held beyond 
forty-eight (48) hours after arrival at destination, Sundays and Holidays 
excepted. 

10. Claims.—Any claims for defect or variance in quality or shortage in quan- 
tity shall be made, and SELLER shall be notified and given an opportunity to in- 
spect, within two days after the products or goods are delivered, except that if 
delivery is made in equipment furnished by SELLER such notice and opportunity 
shall be given before the products or goods are unloaded ; and if delivery is made 
in equipment furnished by PurcHASER, such notice and opportunity shall be given 
before the products or goods move from point of shipment. If equipment fur- 
nished by SELLER is in bad order or leaking, PURCHASER shall notify the carrier 
and secure examination by an authorized agent of the carrier as to the condition 
of the shipment before the same is unloaded. Failure of PurRcHASER to comply 
with these requirements shall operate as a waiver of any and all claims by 
PURCHASER. 

11. Liability.—Liability of SELLER ceases and title passes to PURCHASER when 
shipment is delivered to Railroad Company, Steamship Company, or other public 
carrier. 

12. Waivers.—The failure of SELLER to insist, in any one instance or more, upon 
the performance of any of the terms or conditions of this contract, or to exercise 
any right or privilege herein conferred, shall not be construed as thereafter 
waiving any such terms, conditions, rights, privileges, etc., but the same shall 
continue and remain in full force and effect. 

13. Canceliation.—Should PURCHASER violate any provision of this contract, 
SELLER shall have the right to cancel this contract forthwith and cease deliveries 
hereunder, and PuRCHASER shali be liable to SELLER for any damages that SELLER 
may Sustain by reason of such violation. 

14. Notices.—Any notice to be given hereunder shall be in writing and shall be 
deemed to have been duly given if and when deposited in the United States mail, 
properly stamped and addressed to the party for whom intended at the address 
of such party herein specified, or when delivered personally to such party at 
such address. 

15. Entirety of Contract.—No change, alteration or erasure in the printed por- 
tions of this contract, and no additions to or interlineations therein, shall be 
binding upon SELLER unless approved in writing by an official of Setter. The 
counterpart of this contract held by SELLER shall be considered the original and 
shall be the binding contract in case of a variance in any particular between it 
and any other signed copy. 

16. Assignability.—This contract is not assignable except with the written con- 
sent of SELLER. 





Exursir C 
GULF Or CORPORATION 
L-3. LEASE AGREEMENT 


Tuts LEASE made this ___-___-___ OT i eae _.., 19____, between the 
GULF Or CoRPORATION, with its principal business office at Pittsburgh, Penn- 
sylvania, hereinafter called “Lessor,” and 
hereinafter called “Lessee,” WITNESSETH : 

The Lessor does hereby demise and lease to the Lessee the premises located 
UND RS 6 ES EE ae , and State 
OO citnieththidiaitiniacailantuaiey » more particularly described as follows: 


together with all improvements, equipment and fixtures located thereon. 


66238—-56— pt. 3——_19 
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To have and to hold the said property for the term beginning on the __._______ 

beledeahcis dina aiaeiameaees 19___., and terminating on the ~~... _ 
It is understood and agreed that any holding over by Lessee at the end of this 
lease or at the end of any renewal or extension period without having first re 
newed or extended this lease in writing, shall not be considered as a renewal or 
extension of this lease for any period longer than one month. Notice to the 
Lessor shall be addressed to -.---------------_-- and notice to the Lessee shall 
Oe Mirae O68 Ba etins 

The Lessee covenants and agrees to pay monthly the sum of $_____-_ in advance, 
to the Lessor as rental for said premises during the term of this lease, the first 
installment of $_.---- to be due and payable on the __----_-___ Gy 06 Wns. 
etd ei , 19____, and the sum of $____-_. thereafter on the -_..-__._-_ day of 
each succeeding month throughout the term of this lease. 

The Lessee covenants and agrees as follows: 

Lessee has examined and is familiar with the condition of the premises, build- 
ings, equipment and fixtures located thereon, and that same are received by 
Lessee in good order and condition without warranty by Lessor as to the condi- 
tion or repair thereof. 5 

Lessee will not permit said premises to be used for any illegal or immoral pur- 
pose, or permit waste or nuisance thereon. 

That said premises shall be used for the storage and sale of petroleum products 
and such other articles as are customarily sold at gasoline service stations. 

The Lessee will not paint or repaint the buildings or any of the structures, 
equipment or fixtures located thereon, make no alterations, additions, or changes 
thereon or thereto, without first obtaining written consent of the Lessor. 

The Lessee will not assign, mortgage or encumber this lease or the interest 
herein granted, or permit same to be encumbered; nor sublet the premises or 
buildings. 

The Lessee shall pay all gas and electric charges, water rents, all license fees, 
taxes and other charges accruing in connection with the use of said premises. 

The Lessee shall keep said premises, buildings, equipment, fixtures, sidewalks, 
approaches and driveways in good condition and repair; keep said premises, 
buildings, rest rooms, sidewalks, approaches and driveways clean, safe, and in a 
sanitary condition, and comply with all laws, ordinances, rules or regulations of 
constituted public authority applicable thereto. 

Upon Lessee’s default or failure to perform any of the covenants of this lease, 
Lessor may forthwith declare this lease at an end, and immediately re-enter and 
repossess said premises, equipment and fixtures. 

Upon termination of this lease, Lessee shall deliver immediate possession of said 
premises, equipment and fixtures in the same good condition as when received, 
ordinary wear and tear and unavoidable damage by fire or elements excepted. 

In addition to the right to immediately re-enter and repossess the said premises, 
the Lessor shall be entitled to all the remedies incident to the relation of landlord 
and tenant, and the Lessee hereby empowers any attorney of any court of record 
to appear for him and confess judgment in ejectment with right of immediate 
writ of possession. The right of the Lessor to insist upon strict performance of 
the terms of this contract shall not be affected by any waiver, forbearance, or 
previous course of dealing. 

Lessee agrees to exonerate, save harmless, protect and indemnify the Lessor 
from and against any and all losses, damages, claims, suits or actions, judgments 
and costs which may arise or grow out of any injury to or death of persons or 
damage to property in any manner connected with the use and possession of said 
premises, equipment and fixtures by the Lessee, or the use, maintenance and 
operation of any business conducted by the Lessee on said premises. 

None of the provisions of this lease shall be construed as reserving to the Lessor 
any right to exercise control over the service station business and operations of 
the Lessee conducted upon the leased premises, or to direct in any manner how 
the Lessee shall conduct his business. It is understood and agreed that the entire 
control and direction of said activities shall be and remain in the Lessee, and 
neither the Lessee nor any other persons employed by him shall be deemed or 
considered employees or agents of the Lessor. 

If the Lessor is not the owner of the premises herein demised, then the within 
lease and the estate created hereby are subject to all the terms, provisions and 
conditions of the lease or other arrangement under which the Lessor occupies 
said premises, and if for any reason whatever, either with or without its consent, 

Lessor’s tenancy is terminated, then the within lease shall be terminated as of such 
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date, without any liability on the part of Lessor to Lessee. This Lease may be 
terminated by either party upon the taking by public authority of all or a sub- 
stantial part of said premises. 
This Lease Agreement contains the entire contract and agreement between the 
arties. 
It is agreed that this lease shall not become binding upon the Gulf Oil Corpo- 
ration until signed by a District Manager thereof. 


WITNESS: 


GuLF Orn CORPORATION 


Lessee 
RENTAL APPRAISAL SHEET 


uni PRESENT POTENTIAL STANDARD 
eetran 


PRODUCTS unit | price | = 
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Exursit D 







GuLF OIL CoRPORATION 







RETAIL CONSIGNMENT AGREEMENT 


ieee elena ea esaiasaeiiapbenieiaitehokirntaedaecnde AMY aieaiaiateadoleoehencthcamtscraptadinaiaiasinecen scbetedeache ts hereinafter 
called “Consignee”, desiring to arrange for the sale and distribution of gasoline 
I eta agrees as follows: 

At the commencement of operations hereunder, Consignor shall stock said 
station with quantities of Gulf gasolines, such quantities to be determined by 
Consignor. Consigned stocks shall remain the property of Consignor until sold 
in the regular course of business, but Consignee shall be responsible for all 
shortages of stock. The Consignee shall sell such products at prices fixed by 
Consignor from time to time, and such sales shall be for cash only or at credit 
on such terms and to such customers only as may be specifically authorized 
by Consignor in writing. Consignor shall from time to time replace the quan- 
tities which have been sold, in amounts which it shall determine to be neces- 
sary. At the time each replacement delivery is made, the Consignee shall pay 
to Consignor in cash for gasolines, Consignor’s retail price in effect for said 
station at the time of such delivery, less the commission specified. 

Commissions paid will be as follows: 


men ann SPE’ CRUD oa eh cree per gallon 
re ne I cece nctentnpistneoenmmeenenmtndts per gallon 


Authorized representatives of Consignor may inventory and inspect Consignor’s 
consigned stocks at any time during business hours. 

Consignee agrees to use his best efforts in the retail sale of products con- 
signed hereunder and shall furnish all necessary tools and like appliances; 
shall furnish all his own helpers and employees and shall pay all expenses, 
labor, contributions, assessments, taxes, fees, licenses and other costs of like 
nature arising out of Consignee’s business and upon his property. 

Consignor is interested only in results in terms of increased volume of sales 
of Consignor’s products and the means, methods and details are left entirely 
to the discretion and judgment of the Consignee, who shall have entire charge 
and control of the management of said business for the purpose of the accom- 
plishment of said results. 

It is expressly agreed and stipulated that neither Consignee nor the employees 
of Consignee shall be deemed or construed to be employees of Consignor. Con- 
signee further agrees that he will carry employer’s liability, workmen’s com- 
pensation and public liability insurance for himself and his employees, as far 
as he legally can. 

Consignee shall not represent himself, nor permit any of his employees to 
represent themselves as agent or employee of Consignor. Consignor assumes 
no responsibility for the acts or omissions of Consignee, his servants or em- 
ployees, in the management or operation of said business, negligent or other- 
wise, and Consignee covenants and agrees to indemnify and hold Consignor 
harmless against any and all such claims. 

This agreement is for a period of one year from the date hereof but shall be 
automatically extended and renewed for successive periods of one year each, 
unless one of the parties hereto notifies the other in writing at least thirty (30) 
days in advance of the end of any such year that it does not desire to renew 
or extend the same. Such notice or any other notice in connection with this 
agreement shall be addressed to Consignor at ~.....-..-~-----------~-------- 
ent Os COD BE ak re ee ice ew aninds Deposit in the United 
States mail of a properly addressed and stamped communication shall be deemed 
to be delivery to the party addressed. 

If any provisions of this agreement shall be breached, then the party not at 
fault shall have the option of immediately declaring the contract terminated. 

This instrument contains each and every agreement and understanding exist- 
ing between the parties relating to the subject matter of this contract, and no 
agent of the Consignor has authority to change, modify or add to this contract, 
or to make any other or further agreements in connection therewith. 

This contract shall not be binding upon Consignor until signed by its Division 
General Manager. 
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Signed in quadruplicate this 
CONSIGNOR: 
GuLF O11 CORPORATION 


Division General Manager. 
CONSIGNEE : 
WITNESS: 


ExuHyisit E-1 
{From the New York Herald Tribune, July 25, 1955) 


New Jersey FIcxyine Station Biast Larp To GASOLINE Price Wak 


InviINGTON, N. J., July 24 (UP).—Police said today an attempt to blow up a 
gasoline station here and another in Kearny vesterday was linked to Friday’s 
United States Senate hearings on a bitter gasoline price war. 

The attempt partly succeeded when an explosion tore up 6 square feet of 
concrete apron at the Grove Sunoco Station here. 

Police said wouid-be arsonists tried to set fire to 3 underground gasoline tanks 
holding a total of 17,000 gallons. They said that if the attempt had succeeded 
the explosions and fires would have endangered residences for several blocks 
around. 

Crude lighted fuses failed, however, to reach either the tank at the Irvington 
station or two at Kearny, where detectives discovered a large plate glass window 
smashed and more evidence of attempted arson. 

Police said the owner of the Grove Sunoco Station here had been approached 
by representatives of a gasoline retailers’ group and told to raise his prices. 

Kearny police, however, said the owner of the Quednot Esso Service Station 
in Kearny, whose window was smashed, told them he had never cut his prices 
and never had any trouble with retailers’ groups. 

The. Irvington blast, caused when a lighted rope fuse ignited gasoline fumes 
in a feed pipe to one of the tanks, was heard at police headquarters here, a half- 
mile away. 


Exuisir E-2 
{From the New York World Telegram, July 29, 1955) 
New Bomsine THREATS SEEK To BALK GAS PRORE 


(By the Associated Press) 

NEWARK, July 29.—New bomb threats have followed a United States Senate 
Small Business subcommittee decision to make an on-the-spot survey of gasoline 
price wars in New Jersey, plagued by a recent wave of bomb incidents at service 
stations. 

A subcommittee prober will look into “competitive conditions which confront 
Service station operators” in the State, it was announced yesterday in Washing- 
ton by Senator Hubert H. Humphrey (Democrat, Minnesota), chairman of the 
Subcommittee. 

Within less than a week, there have been bomb explosions at two North Jersey 
gas stations where gas is sold at cut prices, and unexploded bombs with partly 
burned fuses have been found at other stations. 


OWNERS THREATENED 


In addition, several gas-station owners who refuse to boost prices have reported 
receiving phone threats. The most recent threats were reported by a Newark 
gas station last night. 

The owner of Sedlak’s Shell Service Station at 1188 road Street, told police 
: threats were received that the place would be bombed if prices were not 

oosted. 

Regular gas at the station sells at 21.9 a gallon, while premium sells for 25.9. 

There has been a recent move to keep prices at a level of about 27.9 cents for 
regular gas and 30.9 for premium. The average price is about 24.9 for regular. 
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STATION DAMAGED 


A gas station in Clifton was damaged Wednesday night by a bomb explosion, 
and in Irvington a 6-foot section of concrete at a station was ripped up by a 
blast Saturday. 

The bomb incidents were described by Essex County Prosecutor Charles Webb 
as stemming from the current gas-price wars and as attempts to “intimidate 
dealers to increase prices.” 

Mr. Webb said a complete report on the incidents has been requested by State 
Attorney General Grover C. Richman. 

Senator Humphrey’s subcommittee held a hearing in Washington last Friday 
on the New Jersey gasoline situation. 
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ExHrsit E-3 
{From the New York Herald Tribune, July 29, 1955] 


Gas STATION MAN Derres New Jersey Bomps—PLans To 
CONTINUE LOW-PRICE SALES 





CiiFTon, N. J., July 28 (AP).—Marcus Krisson, of West Paterson, owner of a 
gas station that was bombed last night, said today he will continue to sell fuel 
at 3 cents below average price. 

“Nobody’s going to frighten me with bombs,” Mr. Krisson declared. “I grew 
up in Hells Kitchen, New York—the toughest neighborhood in the world, so fear 
means nothing to me.” 

In Irvington last week, another station was bombed. 

Deputy Attorney General Bertram Polow, in charge of the Passaic County 
prosecutor’s office, said today, ‘‘We will take whatever action is necessary to stop 

. these incidents.” 

The explosive, placed alongside Mr. Krisson’s Little Beaver Gas Station here, 
tore a 5-foot hole through the side of his station. It had been closed for the night 
and no one was hurt. 


HUMPHREY ORDERS SURVEY 


st Ake ttle A i Lal il ARE Bag! 25 


WASHINGTON, July 28 (AP).—Senator Hubert H. Humphrey (Democrat, Min- 
nesota), chairman of a Senate Small Business subcommittee, announced today 
that he is directing the group’s counsel to make an on-the-spot survey into the 
New Jersey gasoline price war. 

Philip F. Jehle, counsel of the Subcommittee on Retailing, Distribution and 
Fair Trade Practices, is to look into “competitive conditions which confront 
service-station operators” in New Jersey, Senator Humphrey said, in accordance 
with assurances given during public hearings last Friday that he would take all 
necessary steps to find a fair and workable solution. 
























Exuisit E—4 
[From the Paterson Morning Call, Paterson, N. J., July 29, 1955] 


Unirep States, County Prope Gas War AFTER BLAST AT CLIFTON STATION 





Federal and county agencies yesterday began intensive probes of the gasoline 
price war situation here and throughout the State in the wake of several bomb 
incidents including the latest one shortly before midnight on Wednesday in 
Clifton. A United States Senate Small Business subcommittee said it is sending 
an on-the-spot investigator into New Jersey to check the situation, according to 
an Associated Press report. 

Meanwhile, the prosecutor’s office assigned its own staff to investigate the 
blast which created considerable damage at the Little Beaver Gasoline Station, 
524 Hazel Road, Wednesday night, and the discovery of a homemade bomb at 
Sal’s Gasoline Station, Route 23, Mountain View, on Tuesday night. 

Special Deputy Attorney General Bertrum Polow, who is serving as acting 
prosecutor in the absence of Deputy Attorney General Ralph Fusco, put the 
entire detecting staff of his office on the job and alerted all police authorities in 
16 municipalities to keep a close watch on gasoline stations within their 
own areas. 
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BULLETIN 


NEWARK, N. J., July 28 (AP).—A Newark gasoline station reported tonight it 
had received three telephone threats that it would be bombed if it did not boost 
its prices. 

The station, Sedlak’s Shell Service Station at 1188 Broad Street, had been 
selling gasoline at 21.9 cents a gallon for regular and 25.9 for premium gasoline. 

The latest threats were called at 3:30, 5:20 and 10: 45 p. m 

Several bombing incidents have been reported in north Jersey in recent weeks. 


Exuisir F 


New JERSEY GASOLINE RETAILERS ASSOCIATION, 


New Jersey, January 7, 1954. 
Mr. K. R. Waker, 


Regional Manager, Sun Oil Co., 
New York, N. Y. 

DeAR KEN: Your recent attack on me has been quite surprising, because for 
all the years I have known you, I have had a tremendous respect for your honesty 
and fairness. I can assure you that most dealers in North Jersey feel the same 
way about you. 

In your defense, I can only believe that you took this step based on wrong 
information. I am, therefore, submitting the information that caused me to 
label Mr. Richmond as a price cutter, in my opinion. 

Ken, if you will check the Picturama, a booklet we distributed to every dealer 
in New Jersey last year, you will find on page 6, a picture of Mr. Richmond's 
station in which he was posting a sign which read in large letters “2242” and in 
small letters “hours on Sunday.” He had reduced his price to 22.9. Mr. Rich- 
mond was convicted of violating our sign law and had to remove the sign. He 
has the distinction of being the only man found guilty under this law. Now, 
Ken, if he is not a price cutter, why did he want to display a misleading sign? 
At this time, there were no other price signs out and there was, to the best of 
my knowledge, no other cut prices anywhere in his marketing area. 

iven now, he is posting 1 cent under his 2 nearest Sun competitors, who happen 
to be indpendent dealers who own their own stations. One is directly across the 
street from Richmond. 

Finally, let us see whether APCA or Richmond was the first to cut prices. 
Remember, everyone in the industry has agreed that a 2-cent differential between 
branded and unbranded is a sound one and yet if you study the following sim- 
ple chart, you will see that Sun, at their 2 company owned and operated stations, 
and Mr. Richmond, always cut prices before Saveway and APCA. 

The following chart shows the date a price change was made, who made it, 
and what each were posting after it was made. 





| Retail prices 
| of “¢ hmond 
and 2 com | 





Date pany-owne * Saveway | APCA 

| and oper- | | 

ated Sun | 

| statons 

| | 
Mier Re in eg cain be ois nk ik te ostois ; 22.9 | 21.9 | 21.9 
a a a a 22.9 120.¢ | 21.9 
ES rr ee ee ee ne a 22.9 20.9 | 118.9 
SI ines 8 oe tee ae ech end ace low 22.9 21.9 | 21.9 
a gk | bsiccindckeg tte pucteces 24.9 | 22.9 22.9 
I ca ta a Seal Rha 24.9 22.9 22.9 
rr ge eT ec deere ae, 293.9 22.9 22.9 
RENAE 1 atts dk aninks de dda che cecwaduedasanseha« | 223.9 | 121.9 | 121.9 
cr dbagkbencdunine ! 2 23.9 21.9 19.9 
AS 8 Se RE yell, Pe a nee oe wail 23.9 21.9 | 19.9 





! Dropped to. 
? During September Sun Co. owned and operated stations posted 25.9. 
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Study the chart carefully. You will see that Mr. Richmond and Sun Oil Co. 
dropped prices before Saveway and APCA. However, when we were forced to 
drop, we went down to cost because we believe it is the only way to end a price 
war. Certainly a dealer selling at cost cannot be accused of wanting a price war. 

Ken Ware, if you really believe I am wrong and believe in the policy of fair 
trial, may I urge you to set a date on which you and I will appear before either 
a general meeting of all dealers, or only Sun dealers, so that through questioning 
both of us, the dealer can decide which of us to believe. 

In a very courteous letter, which anyone can see, I answered Mr. Richmond’s 
letter and invited him to be before our executive committee to state his case. He 
has refused, which only proves he wrote the letter so that Sun could use it as 
propaganda. 

Just out of curiosity, Ken, how can Sun justify its court action to have the 
sign law declared unconstitutional, when probably 90 percent of your dealers are 
in favor of the law? What right does Sun have to say “Premium gas at regular 
price” unless you are admitting that Sun dealers are forced to sell at regular 
prices. You know this gets a little confusing, or maybe this attack on me is 
really a smokescreen to divert the attention of the Sun dealers away from this 
action you are taking against them. 

In closing, Ken, I urge you to keep yourself on the high level you have in the 
past, and retain the friendship of the better element in our business. 


JOHN Dresser, Executive Secretary. 


Exursit G-1 


{From the Elizabeth Daily Journal, March 25, 1955] 


Gas Brit PrRoTEsTs FLOODING GOVERNOR—OPpPOSsING CONTROL Moves—“PRICE 
REGULATION Is Rappep,” Says MEYNER AID-—WaAR” SEETHES 


TRENTON.—Gov. Robert B. Meyner’s office today said he is getting letters by the 
thousands overwhelmingly opposing a bill to regulate retail gasoline prices. 

Robert J. Burkhardt, Meyner’s executive secretary, said 1,400 letters and tele- 
grams had been received. Of this number 1,300 of the communications opposed 
passage of the measure and 100 were in favor of it, Burkhardt said. 

Meyner asked the public to write to him and the 21 State senators about the 
bill, which passed the State assembly this week and is due to come up for a vote 
in the senate Monday. 

The bill empowers the State tax director to set a minimum markup on the 
price of gasoline. It would forbid sales below the net cost of the gasoline to 
dealers plus markup. Dealer groups are supporting the bill. 

The State CIO and the AAA automobile club of southern New Jersey an- 
nounced their opposition to the bill today. 

State CIO president, Paul Krebs, called the bill an attempt to foist higher fixed 
gas prices on the public. 

Walter R. Batezel, public relations director of the automobile club, said the 
bill “would force motorists to pay the premium on a profit guaranteeing insur- 
ance policy that the State would issue to gasoline dealers.” 


DEALERS PRESS EFFORTS 


The dealers are pressing efforts to boost prices 6.7 cents above levels that pre- 
vailed during the past 2 years of price wars in the State. Meyner said yester- 
day such a rise would cost gasoline purchasers $100 million a year. 

The Governor has also ordered Attorney General Grover C. Richman, Jr., to 
investigate reported threats of violence growing out of the price wars, as dealer 
groups said they would picket stations that do not conform to price boost efforts. 

“The executive department * * * cannot condone an industry being dominated 
by goons and racketeers,” Meyner said. “I don’t say it is,” the Governor added 
but said reports of such activity would be investigated. 

Meanwhile, in New York, Richard B. O’Donnell, chief of the New York re- 
gional office of the Justice Department’s Antitrust Division, said his office has 
begun a preliminary investigation of the New Jersey situation. 
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WANT NO CONTROLS 


Morristown (AP).—Two Morristown men today were circulating petitions 
against any gasoline price-control law. James R. Corbett and John J. Fox started 
the petition yesterday while at work in Boonton. 

By nightfall, they reported more than 150 signatures had been placed on the 
petition which terms gas price control undemocratic, un-American, and completely 
lacking in merit. 

They plan to send the petitions to Gov. Robert B. Meyner, who has asked public 
opinion on the proposals. 


Exuisir G—2 
[From the Newark Star-Ledger, March 26, 1955) 


GaAs STATION WAR NEAR; MEYNER To Vero Prick Frx—PrRoresting Mart Backs 
GOVERNOR—DEALERS HERE SKIRMISH ON REDUCTIONS 


(By Richard Billings) 


Threats of a price war loomed on the gasoline front yesterday after nearly 
5 days of stabilization at levels sought by the Garden State Gasoline Retailers 
Association. 

In Trenton, Governor Meyner indicated he would veto a bill that would regu- 
late gasoline prices in the State. 

The battle was touched off by the few dealers refusing to go along with hikes 
up to 27.6 for regular and 30.1 for premium grades. While they were doing a 
land-office business, their competitors, selling at the higher level, were hard put. 


NEWARK INCIDENTS 


Newark was the scene of at least two incidents. A station at 812 South Orange 
Avenue resisted the efforts of about 25 neighboring dealers to force its price 
above 22.9, 

At 4 p. m. Anthony Leone, proprietor of a station across the street, cut his 
price to 22.9. “I can’t compete with that guy.” Leone said, “I’ve sold only 50 
gallons all day.” 

Five minutes later, William Lawson, owner of the first station, went to 20.9 
saying, “I can hold out longer than he can.” 

Another station on Chancellor Avenue dropped to 24.9 after raising the price 
Thursday. A nearby station immediately matched the cut. 


CUTS IN JERSEY CITY 


Price cutting was also noted in Jersey City, a short distance from Tonnele 
Avenue, usually a price war battleground. 

One Newark dealer, who said he was an official of the Garden State Associa- 
tion but refused to give his name, said, “It looks to me like the war is on.” 

Meyner said he had received 2,369 letters against the bill and only 162 for it. 
And thousands of motorists swamped the capital during the day with demands 
the State stay out of the price-fixing business. 

“If the mail continues in this way,” Meyner told a special news conference, “do 
you have any doubt what my feeling will be. I’m always affected by public 
opinion.” 

ANTON STATEMENT 


State Senator Mark Anton (Republican, Essex) issued a statement deploring 
the “threats, coercion and intimidation surrounding the gasoline price bill.” 

Anton said there is no question the retail gasoline business is in a chaotic state 
because of price wars but added, “I will not support any measure with a back- 
ground of coercion.” 

Essex Prosecutor Charles V. Webb, Jr., said last night he has heard of no 
violence in the county. 
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Exureit G-3 
{From the Elizabeth Daily Journal, March 26, 1955] 


MeyNer SEEN Porstnec Gas Price Birt, Veto; State Arpes Hir PLAN—LEADERS 


To Get Views—LAWMAKERS WILL Hear or PusBLIC’s REACTION AT PARLEY 
Monpbsy 


TRENTON.—State house observers predicted today that Governor Meyner will 
veto the gasoline retail price fixing bill if it is passed by the senate. 

Meyner will give his views to the conference of legislative leaders here Mon- 
day. The bill passed the assembly last Monday and will be ready for senate action 
next week. 


Meyner will tell Monday’s conference about the response to his request for 
opinions of citizens on the price fixing bill. 


MEYNER’S MAIL CALL 


Up to last night he had received 2,531 messages of which 2,369 were against the 
measure and 162 in favor, Meyner said. 

“Not since I have been Governor has such a volume of mail been received in 2 
days,” Meyner said, “and I don’t think the peak has been reached yet.” 

However, he declined to say finally what his stand on the bill will be. 

“Il am always interested in the public’s reaction, but all I will say now is that 
I have not been shown a real need for price fixing. .I am not ready to say yes 
or no. But I want the public to know the facts so they can inform the State 
senate, where a similar measure passed unanimously once before. 

“On Monday I expect to give the legislative leaders the benefit of this corre- 
spondence I have received along with the views expressed to you here today.” 

The governor told the model legislature of the YMCA earlier in the day: 

“If it (the mail) continues in that volume, do you have any doubt what my 
feeling will be?” 


JOB FOR DIRECTOR 


The bill would require dealers to charge a price equal to the cost of the gasoline 
to them plus an average selling charge. The State tax director would be given 
power to determine the average selling charge. 


Dealers favor the bill as a solution to New Jersey’s recurring gasoline price 
wars. 

The Governor had a number of his aides give their views on the bill. They 
ran this way: 

State Treasurer Archibald S. Alexander—“The bill would take away New 
Jersey’s competitive advantage in gasoline prices, costing it some of its tax 
revenues. Gasoline taxes are the State’s largest single source of income.” 

Joseph Weintraub, bi-state waterfront commissioner and Meyner’s part-time 
personal counsel—“The bill is of doubtful constitutionality. While it would 
protect the dealer from price drops there is nothing in it to keep prices down 
for the protection of the public.” 

State Tax Director Aaron K. Neeld—“It would give his division the impos- 
sible task of finding the average cost of selling a gallon of gasoline at the State’s 
10,000 retail outlets within 30 days.” He said he would have to hire extra 
auditors and they still couldn’t do it in less than 8 months. 


ExnHrisit G-4 


STATE OF NEw JERSEY, OFFICE OF THE GOVERNOR, 
Trenton. 

DEAR FRIEND: I am glad to have your views about the action of the general 
assembly with regard to fixing a retail markup for gasoline. Along with this 
action, gasoline prices have gone up sharply—as much as 7 cents a gallon. A 
rise of just 1 cent amounts to $15,000,000 a year from New Jersey consumers. 
Naturally, this is a matter of deep concern. 

In response to my request for an expression of public opinion, I have received 
in less than a week some 7,000 communications and they are still coming in. 
They are running about 16-to-1 against the assembly’s action; that is, they are 
overwhelmingly opposed to price fixing. 

I am giving most serious consideration to all aspects of the problem, taking 
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into account hardships experienced by some independent dealers. If the bill 
passes the State Senate, you can be assured that I will follow what I consider 
the best interest of the 5 million people of New Jersey. 
Sincerely yours, 
Rosert B. MeyYNer, Governor. 


Exnisit G-—5 


[From the Newark Evening News, June 3, 1955] 


BIL ON Gas Prices Sires Into SENATE—COMMITTEE BYPASSED IN WALLACE PLEA 
To Have PUC Pre Cost at Pump 


(By Arnold E. Martin) 


TRENTON.—A bill that would empower the public utilities commission to set 
gasoline prices at the wholesale and retail levels is ready for consideration when 
the legislature returns Monday for what is expected to be the windup meeting 
before a summer recess. 

The measure would also enable the PUC to contro] the number of new filling 
stations established in the State. Sought by gasoline dealers long embroiled in a 
price war, the bill was introduced Wednesday by Senate President Bruce A. 
Wallace (Republican, Camden) and advanced to second reading under suspension 
of the rules. The normal procedure of referring a bill to a committee was by- 
passed by the senate president. 


ASSEMBLY BILL DIED 


Gasoline price-fixing developed into one of the most controversial proposals 
before the legislature after the assembly passed a bill March 21 to empower the 
State director of taxation to fix selling expenses which dealers would have been 
required to add to wholesale prices. Governor Meyner marshaled public opinion 
against the bill, sponsored by Assemblyman C. William Haines (Republican- 
Burlington), and the measure died in the senate judiciary committee. 

Even if Wallace gets his measure through the Senate, suspension of the rules 
would be required in the house if the lawmakers go through with plans to quit 
Monday for the summer. This suspension would require 45 votes, or three-fourths 
of the politically sensitive chamber, most of whose members are running for re- 
election this year. 

Wallace’s bill would declare wholesale and retail gasoline firms motor fuel 
utilities, described as “an integral and important part of the economic life of the 
State.” Purpose of the measure is to end unfair deceptive and destructive prac- 
tices that the bill says exist in transactions involving the sale of motor fuels in 
the retail and wholesale trade in this State. 


RATE-SETTING FACTORS 


The PUC would determine the rates at which the wholesaler shall sell motor 
fuels to the retailer and shall set rates at which the retailer shall sell motor fuel 
to the motoring public. 

The measure provides that, in determining rules and regulations governing the 
industry the PUC would consider such factors as the economic necessity and 
desirability of additional motor fuel outlets. 

In setting prices the PUC would consider the preservation of property values as 
well as regular selling expenses. Salaries of executives and officers of firms en- 
gaged in the industry would be included in selling expenses, as well as all over- 
head and general business expenses such as rent, depreciation, selling costs, 
maintenance of equipment, social security and unemployment compensation 
costs, all types of licenses, taxes, insurance, advertising, heat and electricity. 


ATTACKS MEASURE 


Herbert W. Voorhees, president of New Jersey Farm Bureau and chairman of 
the New Jersey Highway Users Conference, today described the bill as a threat to 
the free enterprise system. 

PUC control of the gasoline industry, Voorhees, said in a statement, would 
amount to bureaucratic empire building at the expense of the consuming public 
and the free-enterprise system. 
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Saying there was no justification for the bill on legal or economic grounds, 
Voorhees declared “its unblushing purpose is to restrict competition and prevent 
operation of a free market to the detriment of the consuming public.” 





Exnursit H-1 


GARDEN STATE GASOLINE RETAILERS’ ASSOCIATION, INC., 
Elizabeth, N. J., January 21, 1955. 

An open invitation to all retail gasoline dealers in the State of New Jersey 
to join in a movement which we are convinced is the only way that we may 
eliminate the unfair practices and price cutting wars that has caused chaos 
and deterioration of morale in our ranks as well as depriving us of our God- 
given right to earn a fair livelihood. 

We feel that only by proper cooperation and organization can we attain 
our objective. 

All our efforts to obtain the necessary legislation to safeguard our interests 
have met with failure because we have had to depend on people other than 
ourselves to help us. We seriously doubt whether any favorable legislation 
will ever be enacted for us. Each effort to do so consumes much time while 
we continue to suffer in financial loss and morale. 

Now is the time fer us to organize for the purpose of helping ourselves. 

We are going to organize the entire State of New Jersey and be ready by 
March 21, 1955, with or own fair-trade regulations made by ourselves and for 
our benefit and see to it that our members abide by them. 

Statistics show that in order to overcome our expenses, our markup should 
be 6.7 cents over tank-wagon price and that is the price we are going to post 
on March 21, 1955, at 7 a. m. 

This is an appeal to each and every dealer: 

To help yourself by joining our organization immediately and contacting as 
many other dealers that you can to do likewise. We will have a representative 
in each county who will cover every gasoline station in the State. 

Join up now. Don’t delay. It will pay. We want 100 percent by March 21. 

For further information call ELizabeth 3—5300. 

Yours for fair trade, 
GARDEN STATE GASOLINE 
RETAILERS’ ASSOCIATION, INC. 
ANTHONY ViToLo, President. 


Exursit H-2 
{From the Newark Star Ledger, May 26, 1955] 


INDICTMENTS CHARGE GAs Price PLOT 
(By Richard Billings) 


A Federal grand jury yesterday indicted a gasoline dealers’ association, its 
president, and a union organizer for conspiring to fix State gasoline prices in 
restraint of interstate commerce. 

Named in the indictment are the Garden State Gasoline Retailers’ Association, 
its president, Anthony Vitolo, and Irving Lichtenstein, CIO organizer in a recent 
drive to organize stations. 

Concurrently, the United States Department of Justice filed a companion civil 
antitrust suit asking “that the Garden State be dissolved and that no new asso- 
ciation having similar object or purpose be organized by the defendants.” 


THREE-COUNT CHARGE 


The three-count indictment, announced by Attorney General Brownell in Wash- 
ington, charges the defendants with conspiring to “increase, fix, and make uni- 
form through the State of New Jersey the retail prices to be charged for gaso- 
line by retailers.” 

It cites the conspiracy as a violation of the Sherman Anti-Trust Act and as- 
serts New Jersey's gasoline industry is subject to interstate commerce laws be- 
cause “the gasoline transported into New Jersey is the finished product * * * 
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and the amount of gasoline sold in New Jersey is substantially affected by the 
retail price.” 

The indictment further charges that last March 21 the defendants initiated 
a concerted drive to establish a uniform retail markup of 6.7 cents per gallon 
over tank wagon gasoline prices. 


VIOLENT THREAT 


According to the terms of the alleged conspiracy, the charge continues, re- 
tailers refusing to set prices at the prescribed markup shall: 

Be threatened with violence to their persons and damage to their property. 

Be picketed or threatened with picketing by members, agents, or employees 
of the Garden State. 

Be picketed or threatened with picketing by persons purporting to be mem- 
bers or agents of a labor organization. 

Have their gasoline stations surrounded and blockaded with automobiles 
in order to prevent customers and delivery trucks from having free access 
thereto. 

Effects of the drive, the indictments charge, have been to increase gas prices, 
eliminate competition among retailers, diminish and impede the flow of gasoline 
in interstate commerce and curtail the freedom of retailers to determine their 
own selling price. 

United States Attorney Raymond Del Tufo said Lichtenstein was included in 
the charges because he has worked with Vitolo in the organization attempt. 

A Fair Lawn dress manufacturer, Lichtenstein first claimed to be a member 
of CIO United Auto Workers but later switched to the CIO Retail Union. 


FREEDOM OF PRICES 


In Washington Brownell said, “Each gasoline dealer is free to charge whatever 
price his own business judgment suggests. However, the Sherman Act prohibits 
groups of dealers from jointly fixing the prices that all will charge.” 

Assistant Attorney Stanley N. Barnes, head of the Antitrust Division, said 
that while the indictments should bring an end to price fixing among dealers, the 
Division would now look into price agreements between individual dealers and 
the major oil companies. 

The indictment came after 7 weeks of grand jury hearings conducted in Newark 
by Walter W. K. Bennett, Special Assistant to the Attorney General. 





ExHiBiTtT H-3 
[From the Newark Star-Ledger, March 27, 1955) 


WaBN GAS PRICE CuTreR To GET IN LINE—OR ELSE—WEST ORANGE MAN 
THREATENED IN NEW WAR 


(By Richard O. Shafer) 


The first threat of physical violence in North Jersey’s budding new gasoline 
price war was reported yesterday by a West Orange service-station operator. 

At the same time the price war broke out in Linden, where three stations did 
a flourishing business underselling competitors along Route 1. 

(Harry Karuse, owner of the station at 87 Main street, West Orange, told 
police an unidentified man threatened to cut the hoses of his three numps if he 
continued to sell gas at 24.9 cents a gallon.) 


“WE'LL LOWER THE BOOM” 


“If that doesn’t work, we'll lower the boom on you,” Karuse reported the man 
as Saying during a visit yesterday morning. 

Karuse said he had also received threatening phone calls warning him to raise 
his price to 27.9 cents or “we'll knock you out of business.” 

Karuse said he would continue to sell at the cut price. 

Only a week ago a 2-year price war ended when service-station operators agreed 
to a uniform price of 27.9 cents for regular gas and 30.1 cents for premium 
grades. Prices had dropped as low as 20.9 cents. 
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BLOCK ENTRANCES 


Members of the Garden State Retailers Association began blocking entrances 
to the few stations which refused to increase prices. 

Officials of the association yesterday blamed the beginning of a new price war 
on Governor Meyner’s statement that he was opposed to price enforcement by 
racketeers and goons. 

The association is looking forward anxiously to tomorrow when the State 
Senate is scheduled to act on an assembly-approved bill fixing minimum prices 
for gasoline with the aim of ending price wars. 

However, senate majority leader, Wayne Dumont, Jr., said yesterday he 
would urge a public hearing on the proposed legislation. The Warren County Re- 
publican said he would recommend recommittal of the bill to the judiciary com- 
mittee and the scheduling of a public hearing if he is able to obtain the support 
of the GOP majority in the upper house. 


BITTER AT MEYNER 


Association members are bitter at Meyner for intimating last Friday he would 
veto the bill it is is passed. 

“The underlying theory of the American economy,” Meyner said, “calls for 
establishment of fair prices by competition, and the answer may be in removing 
unfair interference rather than for the State to attempt any price regulation.” 

One Newark station operator predicted a general price war and chaos if the 
law is not enacted. He charged that one oil company is selling gas to retailers at 
a cut price, enabling the retailers to undersell competitors, in an effort to increase 
its sales. 

“Dealers must be protected against price cutting by law or they won’t be able 
to make a living,” the Newarker told the Star-Ledger. 


APPENDIX III 
(Crtres Service Ort Co. Repry to COMMITTEE QUESTIONNAIRE) 


CiTIes SERVICE OIL Co., 
New York, N. Y., January 25, 1955. 
SELEcT COMMITTEE ON SMALL BUSINESS, 
United States Senate, Washington, D. C. 
(Attention: Hon. Edward J. Thye, chairman.) 


Dear SENATOR THYE: We submit herewith our answers to the questionnaire 
transmitted by your letter of December 6, 1954, directed to the attention of our 
Mr. W. Alton Jones. 

1. Give the number of gasoline service stations and other establishments re- 
tailing petroleum products which are regularly served by your company. 
Answer: 154 (as of December 1, 1954). 

(a) How many of these retail outlets are operated by lessee dealers of your 
company? Answer: 114 (as of December 1, 1954). 

(bo) How many of these retail outlets are operated by employees of your 
company? Answer: 14 (as of December 1, 1954). 

(c) How many of these retail outlets are operated by commissioned agents 
of your company? Answer: None (as of December 1, 1954). 

(d) How many of these retail outlets are independently owned and operated 
by persons whose ouly relationship to your company is that of customer to sup- 
plier? Answer: 26 (as of December 1, 1954). 

(e) How many of these retail outlets are operated on a basis other than 
those described in partsa, b, c, and d of this question? Describe every such 
additional category, and give number of retail outlets included in each. Answer: 
None (as of December 1, 1954). 

(f) For each category enumerated above, give total gasoline gallonage deliv- 
ered by your company. Answer: (12 months ending November 30, 1954): 1 (a), 
10,043,574 gallons; 1 (0b), 17,347,948 gallons; 1 (d), 1,045,210 gallons. 

2. Of those retail outlets included in your answer to Question 1 above: 

(¢), How many are served by your company-owned distributors? Answer: 
None. 

(bd a How many are served by commissioned agents of your company? Answer: 
None. 


Footnote on p. 499. 
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(c) How many are served through independently owned and operated job- 
bers? Answer: None.! 

(d) How many are served through wholesalers falling in none of the fore 
going categories? Describe the different categories in which such retail outlets 
fall, and give number of outlets in each. Answer: None.’ 

(e) Give total gasoline gallonage delivered by your company to outlets in- 
cluded in each of the categories enumerated above. Answer: None!; 2 (a), 
None !; 2 (b), None!; 2 (c), None!; 2 (d), None.! 

3. Give the number of gasoline service stations which are leased or subleased 
by your company to dealers or independent operators. Answer: 114. 

(a) For how many of these units is all of the realty owned by your com- 
pany? Answer: 44. 

(b) For how many of these units is only the building or buildings owned by 
your company? Answer: None. 

(c) How many cf these units are leased by your company from their owners? 
Answer : 70. 

4. (a) How many of your lessee dealers are a party to more than one service 
station lease agreement with your company? Answer: None. 

(b) How many are a party to more than five such agreements? Answer: 
None. 

5. (a) How many of your lessee dealers pay a rental based entirely upon their 
gasoline gallonage? Answer: 5 

(b) How many pay only a flat sum rental to your company? Answer: 48. 

(c) How many pay a rental which is determined by a combination of the flat- 
sum method and the gallonage method? Answer: 61. 

(d@) What other methods of determining rental are used by your company? 
Describe each method and give number of lessee dealers subject toeach. Answer: 
None. 

(e) Furnish a specimen copy of each of the different dealer-lease agreement 
forms used by your company. Answer: Attached. 

6. Describe how your company customarily determines the rental that is to 
be charged for service-station locations. Answer: The rent to be paid to Cities 
shall be based upon the maximum utility value of the service station. Lease 
agreements with independent operators or dealers are for a term not exceeding 
1 year. In the case of lease agreements with wholesale distributors the lease 
term shall not exceed that of the “head lease” or run concurrently with the 
distributor agreement. In the case of owned properties the rent receivable 
should equal a return of 10 percent of Cities investment in land and building. 
In the case of leasehold properties, the rent receivable should equal the rent 
payable, plus any real property taxes Cities is obliged to pay, plus a 10 percent 
return on any improvement Cities may have made at the property, exclusive of 
equipment. 

7. Does your company have a supply contract in effect with every retail out- 
let which it regularly serves with gasoline or other petroleum products? If 
it does not, give the number of outlets so excepted. Also, provide specimen 
copies of the different supply contract forms used for retail outlets. Answer: 
Yes; attached. 

8. Give the number of your company’s gasoline customers reselling at retail 
who are regularly supplied in tank-car or larger quantities. Answer: None. 

(a) How many of your gasoline customers reselling at retail are classified 
by your company as tank-car truck-transport purchasers? Answer: None. 

(b) How many of your gasoline customers reselling at retail are classified 
by your company as tank-wagon purchasers? Answer: 140. 

(c) For those customers included in your answers to parts (a) and (b) 
of this question, what was the total gallonage delivered to each category? 
Answer: (a) None; (0) 11,088,784. 

9. Give the number of service stations or other establishments retailing gaso- 
line which were operated by your lessee dealers in January of 1952. Answer: 
121. 

How many of such units have been changed to commissioned agent-operated 
stations since that time? Answer: None as of December 1, 1954. 


1 Question 2 refers to outlets included under answers to question 1. Since question 1 


refers only to outlets served by our company, our answer to all parts of question 2 is 
necessarily ‘‘None.”’ 
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10. Give the annual rate of turnover among your lessee dealers for the 
years 1952, 1953, and 1954. Answer: 1952, 44 percent; 1953, 35 percent; 1954, 
35 percent. 

11. Give the number of service stations served by your company which also 
handle the branded gasoline of a competitive oil company. Answer: None. 

12. Give the number of service stations selling your gasoline under private 
brand names. Answer: 3. 

13. Give the number of gasoline service stations and other establishments 
retailing petroleum products which have received from your company during 
this year of 1954 each of the following benefits : 

(a) A voluntary discount from posted prices of gasoline. Answer: 110. 

(b) A rebate of part of the purchase price of gasoline. Answer: 82. 

(c) A pecuniary allowance which may be applied towards the purchase of 
petroleum products. Answer: None. 

(d) A sign rental. Answer: None. 

(e) Other compensation paid retail outlets for promotion of your company’s 
brand name. Answer: None.’ 

14. Describe the purpose for which each category of benefits enumerated in 
question 13 was paid. Answer: To enable dealers to obtain goods at competi- 
tive net tank-wagon prices so as to enable them to meet competitive pump post- 
ings and thereby achieve economic survival under “price-war conditions.” 

We trust that the data herein furnished is fully responsive to your ques- 
tions. Be assured that we are at all times at your service in furnishing such 
other information as you may desire. 

Yours very truly, 


Cities SEkvicE Orn Co., 
By E. L. STAUFFACHER, 
President. 


(Answer to question 5 (e)) 


(Cities Service Oil Co. has informed the committee that the December 1954, 
edition of its lease agreement has been superseded by a January 1956 edition, 


which deletes former section 16 regarding notice of termination. ) 
Cities Service On. CoMPANY 


LEASE 


AGREEMENT made this 4 
CiTizes Service Om Company, a Pennsylvania corporation, with offices at 


hereinafter called TENANT: 

WITNESSETH THAT: 

1. Landlord does hereby demise and lease unto Tenant, and Tenant does hereby 
hire and take from the Landlord the premises situated in the Town or City of 


, County of , and State of 
more particularly described as follows: 


together with all buildings and improvements thereon, and the equipment listed 
in schedule “A” hereof. 

Subject to any state of facts an accurate survey might show, to all mortgages now 
or hereafter placed on the premises, and to all the terms, provisions and con- 
ditions of any lease or other arrangement under which Landlord holds said 
premises. 

2. The term of this lease shall commence on the 
195__, and shall expire on the 


y 
3. Tenant shall make payment of rent to Landlord in the amount and manner 
as follows: 


2To assist dealers in a program of local advertising, advantageous to them and also 
advantageous to us in advertising our branded products, we have in effect a cooperative 
advertising program in which advertising expense is shared by the dealer and company. 





GASOLINE PRICE WAR IN NEW JERSEY 501 


4. Tenant shall pay and discharge, as they become due, (a) all taxes (other 
than real estate taxes) affecting the demised premises, improvements and equip- 
ment, insurance premiums, license and permit fees, and all other charges affect- 
ing the demised premises, improvements and equipment, and the occupancy and 
use thereof; and (b) all public utility charges, including all water, sewer, gas, 
electricity and telephone charges, which shal! accrue during Tenant's occupancy 
of the premises. 

5. Tenant agrees to use the said premises, buildings, improvements and equip- 
ment only for the purpose of carrying on the business of _...._..-________ 

under his full-time personal supervision and 
in no event shall said premises, buildings, improvements and equipment be used 
for any unlawful or offensive purpose. The Landlord does not warrant or repre- 
sent that the demised premises may lawfully be put to the above or any other 
particular use. Tenant agrees to comply with all laws, rules, regulations and 
requirements of ali governmental authorities having jurisdiction thereof in re 
spect to Tenant’s use and occupation of the premises. Tenant's acceptance of 
possession hereunder shall constitute an acknowledgment of the good and ten- 
antable condition of the premises on the date of commencement of possession 
hereunder. 

6. Tenant shall make no alterations or changes in the demised premises or 
equipment without first having obtained Landlord’s written consent, and shall 
maintain the demised premises and equipment in good condition during the term 
of this lease, and shall, at Tenant’s own cost and expense, make al! repairs of 
every nature and description, except structural, to the demised premises, and the 
sidewalks on which they abut, and return same to the Landlord at the expira- 
tion or other termination of this lease in good order and condition, reasonable 
wear, tear and use excepted. In the event of Tenant's failure to return any 
property listed in schedule “A” hereof, Tenant shall make payment to Landlord 
of the value of said unreturned property (on the basis of the valuations set out 
in schedule “A’’, if specific valuations shall be therein set forth). Any improve- 
ments made, and fixtures or additions annexed, to the demised premises, with 
the exception of trade fixtures, shall immediately when made or annexed, be and 
become the property of the Landlord and shall not be removed from the premi-es 
at the termination of the lease, unless, prior to the termination thereof, the 
Landlord shail have given written notice to the Tenant to remove the same, in 
which event Tenant will remove such improvements, additions and fixtures and 
restore the premises to the same condition as at the time of the execution of this 
lease. The Tenant agrees to prevent any lien or obligation from being created 
against or imposed upon the demised premises, and wil! discharge all liens or 
charges for services rendered or materials furnished in the course of making 
any repairs, alterations or improvements immediately after said liens accrue 
or said charges become due and payable, or else, on demand of the Landlord, 
the Tenant will furnish security satisfactory to the Landlord that such liens 
or charges will be duly paid or satisfied. The Landlord’s employees and repre- 
sentatives shall at all times have the right to enter the demised premises for the 
purposes of inspection, alteration or repair, provided however, that this pro- 
vision shall not be deemed to impose upon the Landlord any obligation to effect 
repairs. 

7. In the event that the premises hereby demised shall be damaged or destroyed 
by fire or any other casualty at any time during the term hereof, the Tenant 
shall give immediate notice thereof to the Landlord, and the Landlord shall have 
the option to terminate this lease as of the date of such damage by giving notice 
to Tenant of Landlord’s election so to do, or else to repair or reconstruct the 
premises and continue this lease in full force and effect. In the event that the 
Landlord shall elect to reconstruct or repair the premises, this lease shall be 
deemed to be in full force and effect during such period of reconstruction or 
repair, except that rent hereunder shall be abated in proportion to the loss of 
use and occupancy which shall be suffered by the Tenant in respect of the de- 
mised premises during the period of reconstruction or repair. 

8. Tenant does hereby indemnify and save harmless the Landlord from any 
and all claims, demands, suits, actions, judgments and recoveries for or on ac- 
count of damage or injury (including death) to property or person of himself, 
his family, servants, agents or any other person, firm or corporation, caused by 
or due to the condition of said premises or the sidewalks on which they abut or 
the use thereof. 


66238—56—pt. 320 
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9. If required by the Landlord, the Tenant shall effect and keep in effect, con- 
tractual liability insurance, insuring the liability assumed herein by the Tenant, 
in companies satisfactory to the Landlord, and in such amounts as may from 
time to time be established and required by the Landlord. The Tenant further 
agrees to deliver policies of insurance, or copies thereof, to the Landlord. 
Failure on the part of the Tenant to provide the Landlord with such insurance 
upon request, shall entitle the Landlord to consider this lease breached and at 
an end, or else the Landlord shall have the right to obtain the said insurance 
for the account of the Tenant, and to charge the cost thereof as additional rent 
hereunder payable by the Tenant, who make payment to the Landlord of such 
sums within ten (10) days after the Landlord shall mail its invoice therefor to 
the Tenant. 

10. If at any time proceedings under the bankruptcy law shall be instituted 
by or against Tenant, or if the Tenant shall make a composition with creditors, 
or make an assignment for the benefit of creditors, or take advantage of any 
insolvency law, or if execution shall issue against the Tenant or the Tenant’s 
effects, or if a receiver or trustee shall be appointed for Tenant’s property, or if 
the demised premises shall be used for a purpose other than as specified, or if this 
lease shall by operation of law pass to any person other than the Tenant herein 
named, or if the Tenant is in default under any provisions contained in this 
lease, or in any other obligation owing to the Landlord, the Landlord shall 
have the right, forthwith, upon written notice to the Tenant, to terminate this 
lease: or if (in the event the Landlord does not own the premises but holds 
same under a lease) the underlying lease is terminated for any reason whatso- 
ever, or if all or any part of the premises shall be taken by condemnation or 
otherwise (in which event Tenant shall not be entitled to any award therefor 
and Landlord shall be entitled to the entire award) or any permits or licenses 
necessary to conduct or operate the premises for the purposes hereinabove speci- 
fied are revoked (except for fault or default of the Tenant) by the governmental 
agency having jurisdiction, then, upon the occurrence of any of such events, the 
term of this lease shall forthwith terminate and expire with the same effect 
as if such earlier termination were the date originally fixed herein for the 
expiration of the term. Landlord shall, upon expiration or termination as in this 
paragraph provided, have the right to re-enter, repossess and enioy said prem- 
ises, improvements, facilities and equipment, and Tenant thereby waives all 
statutory and other rights inconsistent herewith. Any such termination, expira- 
tion, re-entry or re-possession shall not affect any accrued rights of Landlord 
hereunder. 

11. The Tenant, on paying the rental herein specified, and performing Tenant’s 
agreements aforesaid, shall and may peaceably and quietly have, hold and enjoy 
said demised premises for the term aforesaid, provided, however, that this cove- 
nant shall be conditioned upon the Landlord’s retention of title or interest in the 
demised premises. 

12. This lease and the premises herein demised may not be assigned, pledged, 
mortgaged, transferred or sublet, nor turned over or made available for use 
or operation by others, either in whole or in part, by the Tenant in possession, 
withont the prior written consent of Landlord. 

13. In the event the demised premises shall be abandoned or vacated by the 
Tenant, or if the Tenant shall default in the payment of any rent required to be 
paid hereunder, or if the Tenant should breach any of the covenants or agree- 
ments to be performed by the Tenant hereunder, the Landlord may, if Landlord 
so elects. at such time or any time thereafter, forthwith terminate this lease 
and the term hereof, and enter upon and take possession of the demised premises. 
In the event of any default by the Tenant in any of the covenants and agreements 
to be performed hereunder, Landlord may without notice or demand enter the 
demised premises, using all necessary means therefor without liability, and 
where permitted by the law of the jurisdiction in which the demised premises are 
situate, proceed by distress and sale of the goods and chattels there found to 
levv the rent and other charges herein payable as rent: and all costs, expenses 
and officers’ commissions, including a sum equal to 5% of the amount of the levy 
as commissions to the person making the levy, shall be paid by the Tenant, and 
in svch case all costs, expenses, commissions or other charges shall immediately 
attach to and become part of the claim of the Landlord for rent. Tenant hereby 
expressly waives in favor of Landlord the benefit of all present or future laws 
establishing any limitation as to the goods or chattels upon which distress may 
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be made, and releases Landlord of the obligation of proving or identifying such 
goods or chattels, and further waives the benefit of all laws relating to appraise- 
ment, condemnation or notice of sale of the goods or chattels distrained upon, it 
being the purpose and intent of this provision that all goods and chattels of the 
Tenant, whether upon the demised premises or not, be liable to distress for rent, 
and subject to sale at any time after five days from said distraint. 

14. If rent and any charges herein reserved as rent shall remain unpaid when 
due, as herein provided, then (if permitted by the laws of the jurisdiction in 
which the demised premises are situate) the Tenant hereby empowers any pro- 
thonotary or attorney of any court of record to appear for Tenant in any and all 
actions which may be brought for ejectment and for rent or the charges reserved 
as rent, or either, to sign for Tenant an agreement for entering in any competent 
court an amicable action or actions for the ejectment of the Tenant and the 
recovery of rent or other charges, or either, and in said amicable actions to con- 
fess judgment against Tenant for possession of the demised premises, and for all 
or any part of the rent or other charges specified in this lease then remaining 
unpaid, including, at Landlord’s option, interest and costs together with a reason- 
‘able attorney’s fee. Such authority shall not be exhausted by one exercise 
thereof, but judgment may be confessed as aforesaid from time to time as often 
as any of said rent or other charges reserved as rent shall fall due or be in arrears, 
and such powers may be exercised as well after the expiration of the original term, 
as before. The Tenant waives the right to trial by jury in any action or proceed- 
ing instituted by the Landlord to obtain possession of the demised premises. 

15. In the event that the relation of the Landlord and Tenant shall terminate 
by reason of the re-entry of the Landlord under the terms and covenants con- 
tained in this lease, or by ejectment of the Tenant by summary proceedings or 
otherwise, or after the abandonment of the premises by the Tenant, it is hereby 
agreed that the Tenant shall remain liable for, and shall pay in equal monthly 
payments, the rent (or an amount measured thereby) which accrues for the 
balance of the term following re-entry by the Landlord, if the rent reserved is 
on a monthly or annual basis. If the rent is on a gallonage basis, Tenant shall 
pay in monthly payments during the remainder of the unexpired term a sum 
equal to the average of the monthly payments made by Tenant to Landlord dur- 
ing the period of this lease that Tenant was in possession of the premises and 
made gallonage payments. The Tenant expressly agrees to pay as damages for 
the breach of the covenants herein contained, the difference between the rent 
reserved plus any expenses incurred by Landlord, legal or otherwise, in reletting 
the demised premises and the rent collected and received, if any, by the Landlord, 
during the remainder of the unexpired term. Such difference or deficiency be- 
tween the rent herein reserved and the rent collected, if any, shall become due 
and payable in monthly payments during the remainder of the unexpired term, as 
the amounts of such difference or deficiency shall from time to time be ascer- 
tained ; and the Landlord is authorized to effect such reletting for a term equal 
to or greater than the balance of the term herein demised, without prejudice 
to, or diminution of, the Tenant’s liability herein provided, except to the extent 
that the Landlord shall credit such subsequent rent collections to the liability of 
the Tenant hereunder. 

16. The Landlord shall have the right to terminate this lease upon giving to 
the Tenant not less than 30 days prior written notice of intention so to do. In 
the event such notice is given, this lease shall cease and terminate on the date 
set forth in such notice and the Tenant shall quit and surrender possession of 
the demised premises on or before such date, without any further notice. 

17. The acceptance of rent by the Landlord shall not be deemed to constitute 
a waiver of any default by the Tenant in performing any of the terms, conditions 
or covenants hereof. 

18. Any notice given pursuant to the provisions of this lease shall be deemed 
sufficient if mailed to the address herein set forth for the party to which it is 
addressed, and any notice given by mail shall be deemed effective as of the date 
of mailing. This shall be without prejudice to the right of either party to give 
written notice by any other means. 

19. This instrument contains the entire agreement of the parties, and there are 
no understandings, conditions, representations or warranties in respect of the sub- 
ject matter hereof which are not incorporated herein. No amendment or modifi- 


— hereof shall be effective unless in writing duly executed by the parties 
ereto. 
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20. This agreement shall not be binding on Landlord unless signed by a Vice- 
President, Sales Manager, or Division Manager of Landlord. 

21. The term “Tenant” herein is intended to mean each of the parties desig- 
nated as tenants, severally and collectively. 


SCHEDULE “A" OF EQUIPMENT INCLUDED IN LEASE 


MANAGER 


: 
ef 
° 


OlsrTRricr 
MANAGER 


IN WITNESS WHEREOF, the partes hereto have executed and delivered this lease the day and year first above written. 


CITIES SERVICE Of. COMPANY, (Landlord) 


samemeinosmenmmasentenscstesecs a Paseesnsesaneensucensvamnentonecesteshshchandinstneesnasachsatnstiihitbiatiasteal 


Witness) (Title) 


hesesdebsaiiiatadiactacnpnliaciGattetsnias’ —gtbstaniaieibicsndielbtceaalde dailies een 
(Witness) (Tenant) 


(Witness) (Tenant) 


(EXHIBIT FOR QUESTION 7) 


CITIES SERVICE DEALER SALES AGREEMENT 


Cities SERVICE Or Company, Seller 
(INCORPORATED) 


pee ee 
Delivery Address 





BL obi sSNA i 


GASOLINE PRICE WAR IN NEW JERSEY 505 


The Seller agrees to sell, and the Buyer agrees to purchase, in accordance with 
the terms and conditions set forth on the face and reverse hereof, 
Buyer Shall Seller la Obliged 


Purchase Annually Not To Furnish Annually 
Less Than Not More Than 


Tires, Batteries, Accessories and Specialties— > 
at the Seller’s established prices for dealers on the date and at the place of 
delivery, to be delivered in approximately equal monthly quantities, for resale 
by the Buyer at the delivery address above mentioned. 
195__. to 
TERMS OF PAYMENT: A8 required by Seiler’s Credit Department from time to 


CriT1tes Service Or CoMPANY 
(INCORPORATED) 


Authorized Person 


Witness 


OTHER CONDITIONS 


1. Renewal.—After the period herein fixed, this agreement shall continue from 
year to year, subject to the right of either party to cancel the same upon 60 days’ 
written notice prior to any anniversary date. 

2. Warranties.—The Seller gives no warranties, either express or implied, as 
to quality, fitness for use, specifications or description, or any other warranty or 
representation whatsoever, except those which are expressly provided and set 
forth herein, and no such warranties or representations shall exist or be asserted 
in connection with the merchandise sold hereunder. 

3. Claims.—Any claims for defect or variance in quality or shortage in quantity, 
regardless of when such claims, defects, variances or shortages may have or could 
have been discovered, shall be made, and the Seller shall be notified and given an 
opportunity to inspect, within two days after the products or goods are delivered. 
If delivery is made in equipment furnished by the Seller, such notice and oppor- 
tunity shall be given before the goods are unloaded. If equipment furnished by 
Seller is in bad order or leaking, the Buyer shall notify the carrier and secure 
examination by the authorized agent of the carrier as to condition of the ship- 
ment before the same is unloaded. Failure of the Buyer to comply with these re- 
quirements shall operate as a waiver of any and all claims by the Buyer. 

4. Resale: Price Regulation.—Seller may require a Buyer buying for resale, 
and any subsequent Buyer, to resell branded products herein sold, at the Seller’s 
authorized price in effect at the time and place of resale, applicable to the grade 
of products, type of resale and method of delivery involved in such resale trans- 
action. 

5. Discontinuance of Products or Brands.—Seller reserves the right to fully 
control the quality and branding of the products covered hereunder, including the 
right to discontinue or substitute the sale of any products or brand names. Should 
Seller discontinue the sale in Buyer’s territory of any products or brands, it shall 
not thereafter be obligated to make deliveries of such discontinued products or 
brands. If, however, Seller shall sell in the territory in which deliveries are made 
to Buyer another product or brand of like quality, in place of the discontinued one, 
Seller shall thereafter be obligated to sell and deliver to Buyer, and Buyer shall 
be obligated to buy, receive and pay for such other product or brand, in place of 
the discontinued one, just as though the new or substitute product or brand were 
specifically covered hereunder. 

6. Force Majeure—Other Contingencies—In the event that the Seller is 
hindered, delayed or prevented by “force majeure” in the performance hereof, the 
obligation of the Seller to perform shall be suspended, and proportionately abated, 
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during the continuance of the force majeure condition, and the Seller shall not 
be liable in damages or otherwise for its failure to perform. 

The term “force majeure” as used herein shall mean any cause whatsoever 
beyond the control of the Seller, and shall include, without limiting the generality 
of the foregoing, (a) failure in, or inability to obtain on reasonable terms, raw 
materials, finished products, transportation facilities, storage facilities, and/or 
manufacturing facilities and (b) diminution or non-existence of Supplies as a 
result of compliance by the Seller, voluntary or otherwise, with any request, order, 
requisition or necessity of the government or of any governmental officer, agent 
or representative purporting to act under authority, or with any governmental 
or industry rationing or supply program. 

This agreement contemplates the equitable distribution by the Seller of the 
products available to the Seller for sale, and the Seller shall have the right, in its Fy 
discretion, for the purpose of effecting such equitable distribution of its products, 
without liability to the Buyer, to deliver less than the quantities of products 
specified herein, provided it shall allot products to Buyer on substantially the 
same basis as to other customers of the same class. 

7. Limitation of Claims.—No suit, claim or defense arising out of this contract, 
or transactions hereunder, shall be instituted or asserted by the Buyer subsequent 
to six (6) months after the delivery of the products, or the occurrence of the event 
or circumstance to which such claim, suit or defense pertains, and the Seller 
shall in no event be liable to the Buyer hereunder for loss of prospective profits or 
for consequential damages. No action against Seller arising under any antitrust 
law, price discrimination law, trade regulation law, or any other law of the United 
States or of any state, as now or hereafter passed or amended shall be brought by 
Buyer unless within six months after cause of action accrued, and not in respect 
of any damage suffered or occasioned prior to said period of limitations. 

8. Entirety of Contract.—No prior stipulation agreement or understanding of 
the parties or their agents in respect to the subject matter of this agreement shall 
be valid or enforceable unless embodied in this contract or covered by these pro- 
visions. No amendment, alteration, modification, or waiver, of this agreement 
shall be binding unless in writing and signed by the Seller. The Seller’s right to 
require strict performance of this agreement shall not be affected by any previous 
waiver or course of dealings. 

9. Assignability.—This contract is not assignable by the Buyer except with the 
written consent of the Seller. : 

10. Approval.—This agreement or any modification thereof shall not be bind- 
ing upon Seller until it has been duly accepted by the Seller, as evidenced by the 
signature of its Vice President, Sales Manager, Region Manager or Division f 
Manager endorsed on the face hereof, or such other person as Seller’s Board of +4 
Directors from time to time may authorize. Commencement of dealings between 
the parties prior to approval and signature, as herein provided, is no case shall be 
construed as a waiver by Seller of this requirement. 


TE 


APPENDIX IV 


(Esso STANDARD Orn Co. REPLY To COMMITTEE QUESTIONNAIRE) 


Esso STANDARD OIL Co., 
New York, N. Y., January 5, 1955. 
Hon. Evwarp J. THYF, 
Chairman, Senate Committee on Small Business, 
Senate Office Building, Washington, D. C. 


My Dear Senator: With reference to your letter of December 6, 1954, I hand 
you herewith answers of Esso Standard Oil Co. to questionnaire of Select Com- 
mittee on Small Business, United States Senate, dated December 6, 1954, relating 
to marketing operations in the State of New Jersey. j 

The answers to the questions have been compiled by our operating personnel 
in New Jersey. We trust this handling of the matter will be satisfactory. 

Very truly yours, 
B. B. Pavst. | 
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ANSWERS OF Esso STANDARD O11 Co. TO QUESTIONNAIRE OF SELECT COMMITTEE ON 
SMALL Business, UNITED States SENATE, Dated DeceMaer 6, 1954, RELATING 
TO MARKETING OPERATIONS IN THE STATE OF NEW JERSEY 


1. Give the number of gasoline service stations and other establishments re- 
tailing petroleum products which are regularly served by your company. An- 
swer: 2,06 

(a) How many of these retail outlets are operated by lessee dealers of your 
company? Answer: 854. 

(b) How many of these retail outlets are operated by employees of your com- 
pany? Answer: 4. 

(c) How many of these retail outlets are operated by commission agents of 
your company? Answer: None. 

(d) How many of these retail outlets are independently owned and operated 
by persons whose only relationships to your company is that of customer to 
supplier? Answer: 1,212. 

(e) How many of these retail outlets are operated on a basis other than those 
described in parts A, B, C, and D of this question? Answer: None. 

(f) For each category enumerated above, give total gasoline gallonage de- 
livered by your company? Answer: Category (a), gasoline gallonage for 10 
months, 1954, 178,513,146; category (b), gasoline gallonage for 10 months, 1954, 
573,384; category (d), gasoline gallonage for 10 months, 1054, 115,076,515. 

2. Of those retail outlets included in your answer to question 1 above— 

(a) How many are served by your company-owned distributors? Answer: 
None. 

(b) How many are served by commission agents of your company? Answer: 
None. 

(c) How many are served through independently owned and operated jobbers? 
Answer: None. 

(d) How many are served through wholesalers falling in none of the fore- 
going categories? Describe the different categories in which such retuil out- 
lets fall, and give number of outlets in each. Answer: None. 

(e) Give total gasoline gallonage delivered by your company to outlets in- 
cluded in each of the categories enumerated above. Answer: None. 

3. Give the number of gasoline service stations which are leased or subleased 
by your company to dealers or independent operators. Answer: 854. 

(a) For how many of these units is all of the realty owned by your company? 
Answer : 334. 

(b) For how many of these units is only the building or buildings owned by 
your company? Answer: 28. 

(c) How many of these units are leased by your company from their owners? 
Answer: We have 492 units which we lease from the dealer-owner and in turn 
sublease back to him. These leases were made to help the dealer finance the 
building of his station or improvements thereto. Our lease is used by the dealer 
to secure his bank loan, obligation; the rent we pay is usually assigned to the 
bank to amortize the loan. 

4. (a) How many of your lessee dealers are a party to more than one service- 
Station lease agreement with your company? Answer: 5. 

(b) How many are a party to more than five such agreements? Answer: None. 

5. (a) How many of your lessee dealers pay a rental based entirely upon their 
gasoline gallonage? Answer: 5. 

(b) How many pay only a flat sum rental to your company? Answer: 586. 

(c) How many pay a rental which is determined by a combination of the flat 
sum method and the gallonage method? Answer: 263 (gallonage with a mini- 
mum). 

(d) What other methods of determining rental are used by your company? 
Answer: None. 

(e) Furnish a specimen copy of each of the dealer-lease agreement forms 
used by your company. Answer: Forms attached (MK-S84-1-1, MK-84-1-2, 
MK-84-2-1, MK-84-2-2). 

6. Describe how your company customarily determines the rental that is to 
be charged for service-station locations. Answer: We charge a rental which 
represents in our opinion, the value of the location as a going station. Where we 
lease a location in order to help a dealer finance his improvements, the rental 
is set in such amount as will amortize the dealer’s bank loan in whatever number 
of years the dealer and bank agree upon. 
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7. Does your company have a supply contract in effect with every retail outlet 
which it regularly serves with gasoline or other petroleum products? If it does 
not, give the outlets so excepted; also, provide specimen copies of the different 
supply contract forms used by retail outlets. Answer: We do not enter into sup- 
ply contracts with dealers who lease or sublease locations from us. We have 854 
such locations. We do have supply contracts with 1,212 dealers who either own 
their own stations or lease them from others. Contract form MK-9 is attached. 

8. Give the number of your company’s gasoline customers reselling at retail 
who are regularly supplied in tank car or larger quantities. Answer: None. 

(a) How many of your gasoline customers reselling at retail are classified by 
your company as tank car or truck transport purchasers? Answer: 8. 

(bd) How many of your gasoline customers reselling at retail are classified 
by your company as tank wagon purchasers? Answer: 2,066. 

(c) For those customers included in your answers to parts (a) and (b), what 
was the total gallonage delivered to each category? Answer: Category (a), 
gasoline gallonage for 10 months, 1954, 21,116,869; category (0b), gasoline gallon- 
age for 10 months 1954, 294,663,348. 

9. Give the number of service stations or other establishments retailing gas- 
oline which were operated by your lessee dealers in January 1952. Answer: 798. 

How many of such units have been changed to commissioned agent-operated 
stations since that time? Answer: None. 

10. Give the annual rate of turnover among your lessee dealers for the years 
1952, 1953, and 1954. Answer: For 1952, 3.1 percent; for 1953, 15 percent; for 
1954, 12.3 percent. 

11. Give the number of service stations served by your company which also 
handle the branded gasoline of a competitive oil company. Answer: None. 

12. Give the number of service stations selling your gasoline under private 
brand names. Answer: None. 

13. Give the number of gasoline service stations and other establishments 
retailing petroleum products which have received from your company during this 
year of 1954 each of the following benefits : 

(a) A voluntary discount from posted prices of gasoline. Answer: 2,030. 

(b) A rebate of part of the purchase price of gasoline. Answer: None. 

(c) A pecuniary allowance which may be applied toward the purchase of 
petroleum products. Answer: None. 

(d) Asign rental. Answer: None. 

(e) Other compensation paid retail outlets for promotion of your company’s 
brand name. Answer: None. 

14. Describe the purpose for which each category of benefits enumerated in 
question 13 was paid. Answer: Voluntary allowances were made to meet our 
competition at the wholesale level. 





(Ezvhibits for question 5-e) 


Esso 


AGREEMENT made this ~....----__---.-__ DO ON icteisinteocssitacbiannntene sien ciaiasn 
by and between Esso STANDARD Ort ComMPANyY, a Delaware corporation, having 
an office at 
boretnatver: called “Reeeer. O08 oni diced 


WITNESSETH : 
Lessor does hereby demise and lease unto Lessee and Lessee agrees to take all 
that lot, piece or parcel of land, situated in 


xi, can CityorTown Address (Highway,if Rural) 

(Township—{_] Inside Town [_]Outside Town) 
+. ae ee ee he ee oe Sree 
more fully described as follows: 
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Together with all rights-of-way, easements, drive-ways and pavement, curb 
and street front privileges thereunto belonging and together with all the build- 
ings, improvements and equipment thereon or connected therewith, including the 
following property : 


beginning at 12 o’clock noon on the -.-..-.--..-_____- ait earls _ 
19.2.5 BR GS Ot 32 O'CIOCE ROG CO TO - nee eeentintiocnes day of 
axeotehiassnilaniaiitalihaitiligigamiat tail ceihdbaiarinetiaiaiainn , 19_..- on the following terms and conditions: 


(1) Lessee shall pay the following rent: 


(2) It is understood and agreed that Lessor does not warrant, in any respect 
whatsoever, any equipment or personal property leased herein, or which may 
hereafter be installed upon the demised premises by Lessor, including, without 
limitation, the condition thereof or the fitness thereof for any purpose. 

(3) It is understood and agreed that if Lessor is not the owner of the premises 
herein demised, then the within lease and the estate created hereby are subject 
to all of the terms, provisions and conditions of the lease or other arrangement 
under which Lessor holds the said premises, and if because of such lease or 
other arrangement under which Lessor holds the said premises, Lessor’s tenancy 
is cancelled and terminated then the within lease shall be automatically termi 
nated and cancelled without further act of the parties hereto and without any 
liability on the part of Lessor. 

(4) Lessee agrees to make no unlawful or offensive use of the premises and 
to comply with all statutes, ordinances, rules, orders, regulations and require- 
ments of federal, state and municipal governments, and administrative bodies; . 
to pay the rent herein specified at the time when same is due; to make no assign- 
ment of this lease nor sublet the premises herein demised; to make no additions 
or alterations to the structure of the buildings, improvements or drive-ways with- 
out the written permission of Lessor ; to make no repairs at the expense of Lessor 
without the written consent of Lessor; Lessor agrees, at its expense, to make 
all repairs to the premises and to the equipment owned by it included in this lease 
which Lessee notifies Lessor in writing are needed, provided, however, such re- 
pairs are necessary in Lessor’s opinion and are not caused by the negligence or 
misuse of Lessee. 

(5) Lessor will pay all real estate and personal property taxes on the real and 
personal property herein demised, and Lessee agrees to pay all other taxes, 
license fees and charges necessary for the operation of Lessee’s business on said 
premises, including charges for water, gas and electric current that may be con- 
sumed on said premises. 

(6) If said premises or any part thereof shall, during said term or previous 
thereto, be damaged by fire, and Lessor shall elect to repair the same, abatement 
will be made for the rent corresponding to the time during which and the extent 
to which the said premises may have been untenantable, but if the building or 
buildings should be so damaged that Lessor shall decide not to rebuild, the term 
of this lease shall cease and the aggregate rent be paid up to the time of the 
fire. 

(7) Lessee agrees at the expiration or other termination of this lease to quit 
and surrender, peaceably and quietly to Lessor, its Agent or Attorney, the 
premises and equipment herein leased in as good order and condition as they 
now are, ordinary wear and tear, fire and acts of God excepted, and not to make 
or suffer any waste thereof, replacing or paying to Lessor the reasonable value 
of any damage to the premises or equipment caused by Lessee’s negligence or 
misuse. 

(8) It is agreed that if any rent shall be due and unpaid, or if default shall be 
made in any of the covenants herein contained, then it shall be lawful for Lessor 
without formal demand or notice of any kind to re-enter said premises, remove 
all persons therefrom and terminate this lease. 

(9) Lessor covenants that Lessee on paying said rent and performing the cove- 
nants aforesaid shall and may peaceably and quietly have, hold and enjoy the said 
leased property for the term aforesaid, subject to the provisions hereof. 
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In Witness WHeEREor, the parties hereto have caused this Agreement to be 
properly executed in duplicate. 
Esso STANDARD OIL COMPANY 
( Lessor) 


( Lessee) 


Witness 


AGREEMENT made this __._ by and 
between Esso STanparD Ort Company, a Delaware corporation, having an office 
, hereinafter called “Lessor”, and 
, hereinafter called “Lessee”. 
WITNESSETH : 
Lessor does hereby demise and lease unto Lessee and Lessee agrees to 
take all that lot, piece or parcel of land, situate in the town or city of 
, County of , state of 
I en CR fas i as sick einenisnedinenmindiineeniionicianioeebtins 


Together with all rights-of-way, easements, drive-ways and pavement, curb 
and street front privileges thereunto belonging and together with all the build- 


ings, improvements and equipment thereon or connected therewith, including 
Ce env NEES 2 ns scot tnc ab sctteboesna a heratinad aad ares nooo 


To Hop the premises hereby demised unto the Lessee for a period of __-----~- 
(__-_) year(s) beginning at 12 o’clock noon on the __ 

, 19__-_ and ending at 12 o’clock noon on the 

, 19____ and thereafter from year to year unless 


and until terminated at the end of the original term or at the end of any sub- 
sequent yearly renewal period by either party giving to the other thirty (30) 
days’ prior written notice of intention so to terminate the lease, on the following 
terms and conditions: 


(1) Lessee shall pay the following rent: 


(2) It is understood and agreed that Lessor does not warrant, in any respect 
whatsoever, any equipment or personal property leased herein, or which may 
hereafter be installed upon the demised premises by Lessor, including, without 
limitation, the condition thereof or the fitness thereof for any purpose. 

(3) It is understood and agreed that if Lessor is not the owner of the premises 
herein demised, then the within lease and the estate created hereby are subject 
to all of the terms, provisions and conditions of the lease or other arrangement 
under which Lessor holds the said premises, and if because of such lease or 
other arrangement under which Lessor holds the said premises, Lessor’s tenancy 
is cancelled and terminated then the within lease shall be automatically ter- 
minated and cancelled without further act of the parties hereto and without 
any liability on the part of Lessor. 

(4) Lessee agrees to make no unlawful or offensive use of the premises and to 
comply with all statutes, ordinances, rules, orders, regulations and requirements 
of federal, state and municipal governments, and administrative bodies; to pay 
the rent herein specified at the time when same is due; to make no assignment 
of this lease nor sublet the premises herein demised; to make no additions or 
alterations to the structure of the buildings, improvements or drive-ways without 
the written permission of Lessor; to make no repairs at the expense of Lessor 
without the written consent of Lessor; Lessor agrees, at its expense, to make 
all repairs to the premises and to the equipment owned by it included in this 
lease which Lessee notifies Lessor in writing are needed, provided, however, such 
repairs are necessary in Lessor’s opinion and are not caused by the negligence 
or misuse of Lessee. 
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(5) Lessor will pay all real estate and personal property taxes on the real 
and personal property herein demised, and Lessee agree to pay all other taxes, 
license fees and charges necessary for the operation of Lessee’s business on said 
premises, including charges for water, gas and electric current that may be 
consumed on said premises. 

(6) If said premises or any part thereof shall, during said term or previous 
thereto, be damaged by fire, and Lessor shall elect to repair the same, abatement 
will be made for the rent corresponding to the time during which and the extent 
to which the said premises may have been untenantable, but if the building or 
buildings should be so damaged that Lessor shall decide not to rebuild, the term 
of this lease shall cease and the aggregate rent be paid up to the time of the fire. 

(7) Lessee agrees at the expiration or other termination of this lease to quit 
and surrender, peaceably and quietly to Lessor, its Agent or Attorney, the 
premises and equipment herein leased in as good order and condition as they 
now are, ordinary wear and tear, fire and acts of God excepted, and not to 
make or suffer any waste thereof, replacing or paying to Lessor the reasonable 
value of any damage to the premises or equipment caused by Lessee’s negligence 
or misuse. 

(8) It is agreed that if any rent shall be due and unpaid, or if default shall 
be made in any of the covenants herein contained, then it shall be lawful for 
Lessor without formal demand or notice of any kind to re-enter said premises, 
remove all persons therefrom and terminate this lease. 

(9) Lessor covenants that Lessee on paying said rent and performing the 
covenants aforesaid shall and may peaceably and quietly have, hold and enjoy 
the said leased property for the term aforesaid, subject to the provisions hereof. 

In WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
properly executed in duplicate. 

Esso STANDARD Ort CoMPANY 
( Lessor ) 
ics 


Division Manager 


( Lessee) 


AGREEMENT made this , 19_-_. by and be- 
tween Esso STanparRD Or Company, a Delaware corporation, having an office 
, hereinafter called “Lessor”, and 
, hereinafter called “Lessee”. 


WITNESSETH : 
Lessor does hereby demise and lease unto Lessee and Lessee agrees to take all 
that lot, piece or parcel of land, situate in the town or city of ; 


County of , State of , more fully described as 
follows: 


Together with all rights-of-way, easements, drive-ways and pavement, curb and 
street front privileges thereunto belonging and together with all the buildings, 
improvements and equipment thereon or connected therewith, including the 
following property : 


To Hotp the premises hereby demised unto the Lessee for a period of one 
year beginning at 12 o’clock noon on the 
and ending at 12 o’clock noon on the 
on the following terms and conditions: 
(1) Lessee shall pay the following rent: 


(2) It is understood and agreed that Lessor does not warrant, in any respect 
whatsoever, any equipment or personal property leased herein, or which may 








512 GASOLINE PRICE WAR IN NEW JERSEY 


hereafter be installed upon the demised premises by Lessor, including, without 
limitation, the condition thereof or the fitness thereof for any purpose. 

(3) It is understood and agreed that if Lessor is not the owner of the premises 
herein demised, then the within lease and the estate created hereby are sub- 
ject to all of the terms, provisions and conditions of the lease or other arrange- 
ment under which Lessor holds the said premises, and if because of such lease 
or other arrangement under which Lessor holds the said premises, Lessor’s 
tenancy is cancelled and terminated then the within lease shall be automati- 
cally terminated and cancelled without further act of the parties hereto and 
without any liability on the part of Lessor. 

(4) Lessee agrees to make no unlawful or offensive use of the premises and 
to comply with all statutes, ordinances, rules, orders, regulations and require- 
ments of federal, state and municipal governments, and administrative bodies; 
to pay the rent herein specified at the time when same is due; to make no 
assignment of this lease nor sublet the premises herein demised; to make no 
additions or alterations to the structure of the buildings, improvements or 
drive-ways without the written permission of Lessor; to make no repairs at 
the expense of Lessor without the written consent of Lessor; Lessor agrees, at 
its expense, to make all repairs to the equipment owned by it included in this 
lease which Lessee notifies Lessor in writing are needed, provided, however, 
such repairs are necessary in Lessor’s opinion and are not caused by the negli- 
gence or misuse of Lessee. 

(5) Lessee will pay all taxes (except personal property taxes on property 
owned by Lessor), all license fees and other charges necessary for the operation 
of Lessee’s business on said premises, including charges for water, gas, and elec- 
tric current that may be consumed on said premises. 

(6) If said premises or any part thereof shall, during said term or previous 
thereto, be damaged by fire, storm, explosion or other cause, and Lessor shall 
elect to have the same repaired, abatement will be made for the rent corre- 
sponding to the time during which and the extent to which said premises may 
have been untenantable, but if the building or buildings should be so damaged 
that Lessor shall decide not to have the same rebuilt, the term of this lease 
shall cease and the aggregate rent be paid up to the time of the fire. 

(7) Lessee agrees at the expiration or other termination of this lease to quit 
and surrender, peaceably and quietly to Lessor, its Agent or Attorney, the prem- 
ises and equipment herein leased in as good order and condition as they now 
are, ordinary wear and tear, fire and acts of God excepted, and not to make or 
suffer any waste thereof, replacing or paying to Lessor the reasonable value of 
any damage to the premises or equipment caused by Lessee’s negligence or misuse. 

(8) It is agreed that if any rent shall be due and unpaid, or if default shall 
be made in any of the covenants herein contained, then it shall be lawful for 
Lessor without formal demand or notice of any kind to re-enter said premises, 
remove all persons therefrom and terminate this lease. 

(9) Lessor covenants that Lessee on paying said rent and performing the 
covenants aforesaid shall and may peaceably and quietly have, hold and enjoy 
the said leased property for the term aforesaid, subject to the provisions hereof. 

In Wrrness Wuenreor, the parties hereto have caused this Agreement to be 
properly executed in duplicate. 


Esso STanparp O11 CompANy 





(Lessor) 
DR si scat cima eit seein tenant 
Division Manager 
a ila cia ate (Lessee) 
a ——_— 
al oe, nr at. (es. F 
Esso 
AGREEMENT made this __-------- gf AD aie RE Ries? 19____ by and between 


Esso STANDARD Or Company, a Delaware corporation having an office at 
Sr hae ae scat oaks hereinafter called “Lessor,” and 
OO aces. cas 4 tees hereinafter called ‘‘Lessee.” 
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WITNESSETH : 
Lessor does hereby demise and lease unto Lessee and Lessee agrees to take 
all that lot, piece or parcel of land, situate in the town or city of — 

Coamayiet 22 So __., State of 


--------.-.-.., mwre fully described ag 
follows: 






Together with all rights-of-way, easements, drive-ways and pavement, curb 
and street front privileges thereunto belonging and together with all the build- 
ings, improvements and equipment thereon or connected therewith, including 
the following property : 





ee (_.--) year(s) beginning at 12 o’clock noon on the —.-__..._____ day of 
= <p eadewaadee awit , 19_--- and ending at 12 o’clock noon on the ___.__..____ 
G69 OP fk od nso , 19_-.- and thereafter from year to year unless and 
until terminated at the end of the original term or at the end of any subsequent 
yearly renewal period by either party giving to the other thirty (30) days’ 
prior written notice of intention so to terminate the lease, on the following terms 
and conditions : 

(1) Lessee shall pay the following rent: 



















































(2) It is understood and agreed that Lessor does not warrant, in any respect 

whatsoever, any equipment or personal property leased herein, or which may 
hereafier be installed upon the demised premises by Lessor, including, without 
limitation, the condition thereof or the fitness thereof for any purpose. 

(3) It is understood and agreed that if Lessor is not the owner of the premises 
herein demised, then the within lease and the estate created hereby are subject 
to all of the terms, provisions and conditions of the lease or other arrangement 
under which Lessor holds the said premises, and if because of such lease or 
other arrangement under which Lessor holds the said premises, Lessor’s tenancy 
is cancelled and terminated then the within lease shall be automatically termi- 
nated and cancelled without further act of the parties hereto and without any 
liability on the part of Lessor. 

(4) Lessee agrees to make no unlawful or offensive use of the premises and to 
- comply with all statutes, ordinances, rules, orders, regulations and requirements 
of federal, state and municipal governments, and administrative bodies; to pay 
the rent herein specified at the time when same is due; to make no assignment 
of this lease nor sublet the premises herein demised; to make no additions or 
alterations to the structure of the buildings, improvements or drive-ways with- 
out the written permission of Lessor; to make no repairs at the expense of 
‘, Lessor without the written consent of Lessor; Lessor agrees, at its expense, to 
: make all repairs to the equipment owned by it included in this lease which Lessee 
notifies Lessor in writing are needed, provided, however, such repairs are neces- 
sary in Lessor’s opinion and are not caused by the negligence or misuse of 
Lessee. 
% (5) Lessee will pay all taxes (except personal property taxes on property 
: owned by Lessor), all license fees and other charges necessary for the operation 
; of Lessee’s business on said premises, including charges for water, gas, and elec- 
tric current that may be consumed on said premises. 

(6) If said premises or any part thereof shall, during said term or previous 
thereto, be damaged by fire, storm, explosion or other cause, and Lessor shall 
; elect to have the same repaired, abatement will be made for the rent corres- 
ponding to the time during which and the extent to which said premises may 

have been untenable, but if the building or buildings shall be so damaged that 
Lessor shall decide not to have the same rebuilt, the term of this lease shall cease 
and the aggreate rent be paid up to the time of the fire. 

(7) Lessee agrees at the expiration or other termination of this lease to quit 
and surrender, peaceably and quietly to Lessor, its Agent or Attorney, the prem- 

ises and equipment herein leased in as good order and condition as they now 
are, ordinary wear and tear, fire and acts of God excepted, and not to make or 
suffer any waste thereof, replacing or paying to Lessor the reasonable value of 
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any damage to the premises or equipment caused by Lessee’s negligence or 
misuse. 

(8) It is agreed that if any rent shall be due and unpaid, or if default shall be 
made in any of the covenants herein contained, then it shall be lawful for Lessor 
without formal demand or notice of any kind to re-enter said premises, remove 
all persons therefrom and terminate this lease. 

(9) Lessor covenants that Lessee on paying said rent and performing the 
covenants aforesaid shall and may peaceably and quietly have, hold and enjoy 
the said leased property for the term aforesaid, subject to the provisions hereof. 

In WitNess WHEREOF, the parties hereto have caused this Agreement to be 
properly executed in duplicate. 

Esso STANDARD Ort CoMPANY, 


(Lessor) 
I setae cictee tenet cient ose ene 
Division Manager 

eer ee arog (Lessee) — 
eo ee <7 
awe Ohe, a Witness 

(Exhibit for question 7) 
Esso Motor Fvet Sates ConTRAcT 
AGREEMENT made this ~_..._____ OT NE pete es » 19____, between 


Esso Stanparp Or Company, a Delaware corporation, hereinafter called 
“SELLER” and 


eee ee of 
hereinafter called “Buyer,” 
WITNESSETH : 
1. Seller agrees to sell and deliver by tank wagon to Buyer at 


Vachss inca Seldon iets tale ks ese tetemacosenepeires and Buyer agrees to purchase 
and receiver from Seller, Buyer’s requirements of Esso and Esso Extra at the 
prices and upon the terms herein contained. Esso and Esso Extra shall be 
divided between these products in accordance with Buyer’s demands. 

2. For Esso and Esso Extra delivered hereunder, Buyer shall pay to Seller 
an amount per gallon which shall be Seller’s posted dealer tank wagon price 
for Esso and Esso Extra, respectively, in effect at the time and place from 
which delivery is made, applicable to the area in which Buyer’s premises are 
located. 

8. It is agreed that any duty, tax, fee, or other charge now in effect or here- 
after enacted which Seller may be required to collect or pay with respect to 
the production, manufacture, transportation, sale, delivery or use of the com- 
modities covered hereby shall be added to the above prices and paid by Buyer. 

4. Buyer shall pay for all products delivered hereunder in cash at the time 
of delivery, unless Seller shall extend credit to Buyer, provided, however, that 
if credit is so extended, and at any time thereafter Buyer’s financial responsi- 
bility shall become impaired or unsatisfactory to Seller, advance cash payment 
or satisfactory security shall be made or given by Buyer on demand by Seller 
and Seller may withhold further deliveries until such payment or security is 
received. 

5. All orders shall be filled with reasonable promptness by Seller except that 
in case of fire, riots, strikes or accidents or any other conditions whether or 
not similar in character to those specifically named, which unavoidably delay 
or stop Seller from making deliveries, deliveries hereunder may be cancelled 
or partially cancelled as the case may require without liability to Seller. Seller 
shall not be held responsible for any losses resulting if the fulfilment of any 
of the terms or provisions hereof shall be delayed or prevented by reason of 
compliance by Seller with any order or request of any governmental authority 
or person purporting to act therefor. Any such interruptions of deliveries, how- 
ever, shall not invalidate the remainder of this agreement, but upon removal 
of the cause of the interruption deliveries shall be continued as before. 
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6. No waiver by either party of any breach of any of the covenants or condi- 
tions herein contained to be performed by the other party, shall be construed 
as a waiver of any succeeding breach of the same or any other convenant or 
condition. 


7. This agreement shall be effective from and after the 


» 19__.., and shall continue in effect for years 
thereafter, and after such period from year to year until one party shall have 
given thirty (30) days’ written notice to the other party of intention to termi- 
nate this agreement on the expiration of the then current period. Such notice 
may be given during the first period to be effective at the end thereof or during 
any subsequent year to be effective at the end of the then current year. 

8. This agreement cancels and supersedes any prior agreement between the 
parties hereto covering the purchase and sale of Essotene, Esso or Esso Exrra. 

9. There is no understanding or agreement, express or implied, on any of 
the subjects referred to in this agreement other than those specifically stated 
herein. This agreement is not assignable or transferable by Buyer directly or 
indirectly without the written consent of Seller. No claims shall be made 
hereunder for indirect or consequential damages. 

10. Buyer agrees in handling gasoline treated with tetraethyl lead anti-knock 
compound sold hereunder to comply with Series III of the Regulations of the 
Surgeon General of the United States Public Health Service relating to “The 
Distribution of Ethyl Gasoline.” 

In WitNEss WHEREOF, the parties hereto have caused these presents to be 
duly executed the day and year first above written. 


Esso STANDARD Or CoMPANY 
(Seller) 


WITNESS: 


APPENDIX V 
(SHELL Ort Co. REPLY TO COMMITTEE QUESTIONNAIRE) 


SHELL Or Co., 


New York, January 10, 1955. 
SELECT COMMITTEE ON SMALL BUSINESS, 


United States Senate, Washington, D. C. 


GENTLEMEN: Certain of the information requested from us in your letter of 
December 6, 1954, has been compiled and is included in the attached statement. 
You will observe the answers are provided to questions 1 through 4. When the 
balance has been assembled we shall forward it to you. 

Yours very truly, 
E. A. Hueitt, Jr., General Attorney. 


SENATE SMALL BuSINESS COMMITTEE QUESTION NAIRE—ANSWERS BY SHELL OIL Co. 
TO QUESTIONS 1 THROUGH 4° 


1. Give the number of gasoline service stations and other establishments re- 
tailing petroleum products which are regularly served by your company. Answer: 
305 retail outlets purchase gasoline from our company. 

(a) How many of these retail outlets are operated by lessee dealers of your 
company? Answer: 207. 

(b) How many of these retail outlets are operated by employees of your 
company? Answer: 30. All of these retail outlets are managed by employees 
who are paid by our company a commission on their sales of gasoline. 


1Unless otherwise indicated, all answers herein contained are based on the factual 
situation as of October 1, 1954. 
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(c) How many of these retail outlets are operated by commissioned agents 
of your company? Answer: 30. These are the same retail outlets referred to in 
subpart (b), above. 

(d) How many of these retail outlets are independently owned and operated 
by persons whose only relationship to your company is that of customer to 
supplier? Answer: 59. 

(e) How many of these retail outlets are operated on a basis other than those 
described in parts (a), (b), (c), and (d) of this question? Describe every 
such additional category, and give number of retail outlets included in each. 
Answer: Our company regularly serves gasoline to nine new car dealers. 

(f) For each category enumerated above, give total gasoline gallonage deliv- 
ered by your company. Answer: Category (a), total gasoline gallonage delivered 
by our company during first 9 months of 1954, 29,209,264 gallons; categories (b) 
and (c), total gasoline gallonage delivered by our company during first 9 months 
of 1954, 5,550,819 gallons; category (d), total gasoline gallonage delivered by 
our company during first 9 months of 1954, 7,043,763 gallons; category (e), total 
gasoline gallonage delivered by our company during first 9 months of 1954, 
89,387 gallons. 

2. Of those retail outlets included in your answer to question 1 above— 

(a) How many are served by your company-owned distributors? Answer: 
305 are served by employees of our company. 

(b) How many are served by commissioned agents of your company? Answer: 
None. ; 

(c) How many are served through independently owned and operated job- 
bers? Answer: None. However, Shell does sell petroleum products to two 
independently owned and operated jobbers who serve a few outlets which are 
not included in our answer to question 1 because such outlets are not served by 
our company. 

(d@) How many are served through wholesalers falling in none of the fore- 
going categories? Describe the different categories in which such retail outlets 
fall, and give number of outlets in each. Answer: None. 

(e) Give total gasoline gallonage delivered by your company to outlets in- 
cluded in each of the categories enumerated above. Answer: Outlets included 
in Category (a), total gasoline gallonage delivered by our company during first 
9 months of 1954, 41,893,233 gallons; category (c), total gasoline gallonage de- 
livered by our company during first 9 months of 1954, 634,437 gallons. 

3. Give the number of gasoline service stations which are leased or subleased 
by your company to dealers or independent operators. Answer: 207. 

(a) For how many of these units is all of the realty owned by your company? 
Answer : 36. 

(b) For how many of these units is only the building or buildings owned by 
your company? Answer: 11. 

(c) How many of these units are leased by your company from their owners? 
Answer : 171. 

4. (a) How many of your lessee dealers are a party to more than one service 
station lease agreement with your company? Answer: Three dealers lease more 
than one outlet from our company. 

(b) How many are a party to more than five such agreements? Answer: 
None. 





SHELL Or. Co., 
New York, February 11, 1955. 
SELECT COMMITTEE ON SMALL BUSINESS, 
United States Senate , 
Washington, D.C. 
GENTLEMEN: With further reference to your letter of December 6, 1954, we are 


furnishing herewith the balance of the information you requested. 
Yours very truly, 











BE. A. Huet, Jr., General Attorney. 


SENATE SMALL BUSINESS COMMITTEE QUESTIONNAIRE—ANSWERS BY 
SnHett Orr Co. To Questions 5 THroucn 147 


5. (a) How many of your lessee dealers pay a rental based entirely upon their 
gasoline gallonage? Answer: 41. 
(b) How many pay only a flat-sum rental to your company? Answer: 101. 


1Unless otherwise indicated, all answers herein contained are based on the factual 
situation as of October 1, 1954. 
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(c) How many pay a rental which is determined by a combination of the 
flat-sum method and the gallonage method? Answer: 66. 

(d@) What other methods of determining rental are used by your company? 
Describe each method and give number of lessee dealers subject to each. Answer: 
None. 

(e) Furnish a specimen copy of each of the different dealer-lease agreement 
forms used by your company. Answer: A specimen copy of the lease now in use 
by our company is attached hereto. Also attached is a copy of an earlier form 
of lease which is still in effect at some locations. 

6. Describe how your company customarily determines the rental that is to 
be charged for service-station locations. Answer: The rental which our company 
charges for a service-station location is determined by the mutual interaction of 
a number of factors: 

(a) A primary determinant of this rental is the fair market rental value of 
the location for service-station purposes. This fair market rental value depends 
upon many things, including the following: 

(1) The size and shape of the property ; 

(2) Whether or not it is improved ; 

(3) The type and condition of the improvements ; 

(4) The location of the property with regards to streets and highways; 

(5) Traffic conditions on said streets and highways; 

(6) Ease of entry from said streets and highways; 

(7) Value and desirability of the land for other purposes. 

Other important determinants of this rental include the following : 

(1) The amount of our company’s investment in the location ; 

(2) What would be a fair return on this investment ; 

(3) The amount of our company’s expenses with regard to the location 
(including taxes, assessments, depreciation of improvements and/or equip- 


ment, and, in the case of properties leased to our company, the amount of 
the rental). 


7. Does your company have a supply contract in effect with every retail outlet 
which it regularly serves with gasoline or other petroleum products? If it does 
not, give the number of outlets so excepted. Also, provide specimen copies of 
the different supply contract forms used for retail outlets. Answer: Our com- 
pany has a supply contract in effect with every retail outlet which it regularly 
serves with gasoline or other petroleum products. Specimen copies of these con- 
tracts are attached hereto. 

8. Give the number of your company’s gasoline customers reselling at retail 
who are regularly supplied in tank-car or larger quantities. Answer: 1, a jobber. 

(@) How many of your gasoline customers reselling at retail are classified 
by your company as tank-car or truck-transport purchasers? Answer: 1, a 
jobber. 

(b) How many of your gasoline customers reselling at retail are classified 
by your company as tank-wagon purchasers? Answer: 306. 

(c) For those customers included in your answers to parts (@) and (b) of 
this question, what was the total gallonage delivered to each category? An- 
swer: (@) Total gasoline gallonage delivered by our company during first 9 
month of 1954, 89,622 gallons*; (b) 41,938,853 gallons. 

9. Give the number of service stations or other establishments retailing gaso- 
line which were operated by your lessee dealers in January of 1952. How many 
of such units have been changed to commissioned agent-operated stations since 
that time? Answer: In January of 1952, 200 service stations or other estab- 
lishments retailing gasoline were operated by lessee dealers. Since that time 
6 of of such stations have been operated by our company’s employees who are 
paid a commission on their sales of gasoline. 

10. Give the annual rate of turnover among your lessee dealers for the years 
1952, 1953, and 1954. Answer: 1952, 2.5 percent; 1953, 21.7 percent; 1954 (rate 
for first 9 months), 10.7 percent. 

11. Give the number of service stations served by your company which also 


handle the branded gasoline of a competitive oil company. Answer: We do 
not know of any. 


*This amount was resold at retail and was 11.1 percent of the jobber’s total purchases. 
66238—56—pt. 3 21 
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12. Give the number of service stations selling your gasoline under private 
brand names. Answer: We do not know of any. 

13. Give the number of gasoline service stations and other establishments re- 
tailing petroleum products which have received from your company during this 
year of 1954 each of the following benefits : 

(a) A voluntary discount from posted prices of gasoline. Answer: 267. 

(bv) A rebate of part of the purchase prices of gasoline. Answer: See an- 
swer to (c). 

(c) A pecuniary allowance which may be applied toward the purchase of 
petroleum products. Answer: Two dealers received price concessions. 

(d) Asignrental. Answer: None. 

(e) Other compensation paid retail outlets for promotion of your company’s 
brand name. Answer: None. 

14. Describe the purpose for which each category of benefits enumerated in 
question 138 was paid. Answer: (a) Purpose of benc fits enumerated in question 
13, part (a).—Our company has given voluntary competitive allowances to 
service-station dealers whose gallonage and sales revenue were being substan- 
tially affected by retail gasoline price wars. In each case in which a dealer was 
given such an allowance, our purpose in giving it was not to injure competition 
or competitors; rather, it was to meet our competition and to enable our dealer 
to remain in business and meet his competition. 

The amount of the voluntary allowance given to a dealer was determined by 
competitive conditions in the area where the dealer was located. In order to 
avoid discriminating among dealers, and since our company does not control the 
dealers’ retail prices, the same allowance was given to all of our company’s 
dealers in the affected area and to all of our company’s dealers who competed 
with such dealers, regardless of their pricing policies. Thus, it freqnently hap- 
paned that some of our company’s dealers who were receiving the same allow- 
ance posted different retail prices. Moreover, some of such dealers, who were 
paying no more for their petroleum products than were their competitors for 
petroleum products purchased from other suppliers, posted higher prices than 
their competitors. 

(b) Purpose of benefits enumerated in question 13, parts (b) and (c).— 
Our company’s policy is and long has been strictly against granting price con- 
cessions in any form which make more than due allowance for differences in the 
cost of manufacture. sale, or delivery resulting from the different methods or 
quantities in which sales or deliveries are made to different purchasers, except 


when necessary in absolute good faith to meet competitive offers in individual 
cases. 


(Erhibits for question 5 (e)) 


LEASE 


Tus LEASE, dated , 19____, between SHELL O1L COMPANY, @ 
Delaware corporation with offices at ____-_--- Fede aee in 


, (herein called “Shell’”’), and 


(herein called ‘‘Lessee’’), 
WITNESSETH : 
1. Demise.—Shell hereby leases to Lessee, and Lessee hereby leases from Shell, 
the following described land, situated at 
i , County of 


together with the buildings, improvements and equipment located thereon, de- 

seribed in Exhibit A hereof (which, together with said land, are herein col- 

lectively called “the premises”). Lessee hereby acknowledges receipt of the 
premises in good and safe condition and repair. 

2. Term.—-The term of this lease shall be a primary period beginning on the 

, 19____, and ending on the day of 

, 19____, and shall continue from year to year thereafter; but 

either Shell or Lessee may terminate this lease at the end of the primary period 

or any subsequent lease-year by giving the other at least ten (10) days’ notice. 





De trent oad lan nie Geek ote aA 
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3. Rent.—Lessee shall pay Shell, as rent for each calendar month, the sum of 

Dollars ($.......-.-), payable in advance 

on the first day of each such month. Rent for any period less than a calendar 
month shall be prorated. 

4. Use.—Lessee shall observe and comply with all Federal, State and municipal 
laws, ordinances, regulations, orders, licenses and permits, and with all rules 
and requirements of Shell's insurers, relating to the premises, to any use thereof 
or to any activity thereon. Lessee shall pay all charges incident to Lessee’s use 
of the premises or the business conducted thereon, including all license, permit, 
occupation and inspection taxes and fees, all water, gas, electricity, telephone 
and other utility charges (all meters and accounts for which shal! be in Lessee’s 
name), and all taxes on Lessee’s property on the premises; and if Lessee fails 
so to do, Shell may pay such charges and charge the same to Lessee. Lessee 
shall not make any attachments or additions to, or any structural alterations of, 
any building on the premises, or construct any additional buildings or structures 
on the premises, without Shell's prior written consent. No intoxicating beverages 
shall ever be sold or otherwise disposed of on the premises. 

5. Repairs—Replacements.—Lessee shall at all times keep the premises (in 
cluding adjacent sidewalks and driveways) neat and clean and maintain the 
same in good order and repair. Lessee shall promptly repair or replace any of 
the buildings, improvements or equipment damaged, destroyed, lost, stolen or 
otherwise in need of repair or replacement, by any cause except fire or other 
casualty not caused by acts or omissions of Lessee or Lessee’s employees; and 
if Lessee fails so to do, Shell may make such repairs or replacements and charge 
to Lessee the actual cost thereof or, in lieu of making such repairs or replace- 
ments, may charge to Lessee a sum equal to the reasonable cost of such repairs 
or the reasonable value of such replacements. If the premises are rendered unlit 
for occupancy by fire or other casualty howsoever caused, Shell may terminate 
this lease by notice to Lessee, without, however, releasing Lessee’s obligations 
hereunder or by law if the fire or other casualty was caused by acts or omissions 
of Lessee or Lessee’s employees. Shell shall have the right to enter the premises 
at any time for the purpose of inspecting the same and making repairs and 
replacements, 

6. Security.—Shell hereby acknowledges receipt from Lessee of the sum of 

Dollars ($ ---_-_------_) as a non-interest-bearing deposit 
(which may be mingled with Shell’s other funds) to secure Lessee’s performance 
and observance of the covenants and conditions of this lease and the payment 
of any indebtedness of Lessee to Shell, whether under this lease or otherwise. 
Shell may, from time to time, apply all or any part of said sum to the payment 
of such indebtedness; and upon Shell’s demand, Lessee shall deposit with Shell 
additional sums equal to those so applied. At the termination of this lease Shell 
shall return to Lessee any unapplied balance of the sums deposited by Lessee 
hereunder, 

7. Indemnity.—Lessee shall indemnify Shell against any and all claims and 
liability for injury or death of persons or damage to property, or for liens on the 
premises, caused by or happening in connection with the premises (including 
the adjacent sidewalks and driveways) or the condition, maintenance, or use 
thereof or the operations thereon. 

8. Assignment—Subleasing.—Lessee shall not assign or mortgage this lease, 
or sublease, or permit any other person, firm or corporation to occupy or use, all 
or any part of the premises, without Shell’s prior written consent. 

9. Remedies.—If Lessee defaults in the performance or observance of any of 
the covenants or conditions of this lease or enters bankruptcy or insolvency pro- 
ceedings (voluntarily or involuntarily) or makes an assignment for the benefit 
of creditors; or if Lessee’s interest in or under this lease becomes vested, by 
operation of law or otherwise, in any other person, firm or corporation; or in 
event of Lessee’s death; or if Lessee abandons the premises; or if all or any 
part of the premises is condemned for public or quasi-public use: Shell may, 
at its option and without notice, terminate this lease and re-enter and repossess 
the premises, without prejudice to any other rights or remedies hereunder or by 
law. At any termination of this lease, Lessee shall peaceably surrender possession 
of the premises to Shell. As to any of Lessee’s property which Lessee fails 
to remove from the premises at any termination of this lease, Shell shall have 
the right to sell all or any part of the same for Lessee’s account on such terms 
as Shell may desire, but with the rights in Shell to apply the proceeds of such 
Sale to the payment of any indebtedness of Lessee to Shell, whether under this 
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lease or otherwise, and to purchase any or all such personal property. All 
sums charged to Lessee by Shell under the provisions of this lease shall be 
payable by Lessee to Shell on demand and shall bear interest therefrom at the 
rate of six per cent (6%) per annum until paid. Lessee shall reimburse Shell 
on demand for all reasonable costs (including attorneys’ fees) incurred by Shell 
in enforcing any of its rights or remedies hereunder. Shell’s right to require 
strict performance of Lessee’s obligations hereunder shall not be affected by any 
previous waiver, forbearance or course of dealing. 

10. Underlying estates.—If Shell is not the owner of the premises, this lease 
is subject to all the covenants und conditions of the lease under which Shell 
is now entitled to possession and shall terminate automatically upon any ter- 
mination, expiration or assignment of such lease ; and Lessee shall not do or suffer 
to be done any act or omission which would impair or jeopardize Shell’s inter- 
est under its said lease. If Shell is the owner of the premises and should sell 
or contract to sell all or any part thereof, Shell or Shell’s vendee shall have the 
right to terminate this lease by giving Lessee at least thirty (30) days’ notice. 

11. Lessee’s Business.—Nothing in this lease shall be construed as reserving 
to Shell any right to exercise any control over, or to direct in any respect the 
conduct or management of, the business or operations of Lessee on the premises ; 
but the entire control and direction of such business and operations shall be 
and remain in Lessee, subject only to Lessee’s performance of the obligations 
of this lease. Neither Lessee nor any person performing any duties or engaged 
in any work on the premises at the request of Lessee shall be deemed an em- 
ployee or agent of Shell. This lease does not confer on Lessee any rights to use 
Shell’s trade-marks, trade names, color schemes or advertising signs or devices. 

12. Notices.—All notices hereunder shall be in writing, may be given to Lessee 
by personal service or to either Lessee or Shell by registered letter or telegram, 
and, in the latter instances, shall be deemed given when the letter is deposited 
in the mail or the telegram filed with the telegraph company, postage or charges 
prepaid, and addressed to the party for whom intended at such party’s address 
first herein specified, or to such other address as may be substituted therefor 
by | roper notice hereunder. 

id. Entirety—Ezrecution—Succession.—This lease terminates, as of the begin- 
ning date of the term hereof, any prior lease by Shell to Lessee of the premises, 
and merges and supersedes all prior negotiations, representations and agree- 
ments, and constitutes the entire contract, between Shell and Lessee concerning 
the leasing of the premises and the consideration therefor. Neither this lease 
nor any subsequent amendment or supplement thereto shall be binding on Shell 
unless and until it is signed in Shell’s behalf by a representative duly authorized 
by its Board of Directors, and a copy thereof so signed is delivered to Lessee. 
Subject to articles 8 and 9, this lease shall be binding on and inure to the benefit 
of the heirs, administrators, executors, successors and assigns of Lessee, and the 
successors and assigns of Shell. 

IN WITNESS WHEREOF, this lease is executed as of the date first herein written. 


SHELL Or COMPANY 


Lessee 
Witnesses to execution by Shell: 
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Exnisit A 
Building* Air Stand and/or Towers 


Make Type Model Serial No. 


. Lub Equipment 


Model 


Hand Lub Guns 
Storage Tanks 


Number Capacity 


MISCELLANEOUS 


Air Compressors 
Make Model 


*Describe briefly. 


Tuis LEASE made this ee by and 
between SHELL Or Company, Incorporated, a Virginia corporation with offices 
at 50 West 50th Street in the City, County and State of New York, lessor, here- 
inafter called “Shell,” and 


Street Address City or Town 
hereinafter called “Lessee.” 
WITNESSETH THAT: 
First. Shell hereby leases to Lessee for a primary period beginning on the 
, 19__-_, and ending on the day 
, 19____, and for successive annual periods thereafter (pro- 
vided, however, that either Shell or Lessee may terminate this lease at the end 
of the primary period or of any subsequent annual period by giving to the other 
at least ten days’ written notice in the manner set forth in Article Fourth 
hereof), the parcel of land situated on 
i , County of 


Together with, as part of the leased premises, all the improvements on said 
land, and all the equipment and apparatus used in connection with the gasoline 
filling and automobile service station located thereon, including specifically the 
items listed in Schedules “A” and “B” appended hereto, receipt of all thereof in 
good Gondition being hereby acknowledged. 
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Second. Lessee agrees to pay to Shell, as rent for said premises for each 
calendar month that this lease is in force, the sum of 


ee Dollars ($_--_--_-_-_-_) which shall be payable on the first day of such 
month; and an additional sum which shall be equal in amount to ___----~---- 
i aiiede: dbuiibelnashess dae cents (__________¢) for each gallon of gasoline delivered, by 


any party, into storage tanks on said premises during such month, and shall 
be payable on or before the fifteenth day of the succeeding month, but such 
additional sum shall, in no event, exceed the sum of —-----_--------------- 
pashan desc Dollars ($..._._-__.--_) for any calendar month. Lessee shall keep 
an accurate record of all gasoline delivered to the leased premises and shall 
permit inspection of the same by Shell upon demand. 

Third. Lessee shall pay all charges connected with the operation of said 
premises, including all license, permit and inspection fees, occupation and license 
taxes, and all water, gas, telephone, electric light and power charges assessed 
or charged on or against said premises, or Lessee’s use or occupancy thereof, 
or the business conducted thereon ; and in the event of Lessee’s failure or refusal 
so to do, Shell may pay same, and the amount paid shall become an indebted- 
ness to Shell, bearing interest at the rate of six per cent per annum. Imme- 
diately upon this lease becoming effective, Lessee shall have all meters and ac- 
counts for light, heat, water, telephone and other utilities transferred to Lessee’s 
name. 

Fourth. Lessee shall keep said premises, improvements, buildings and equip- 
ment, together with the adjoining sidewalks and entrance driveways, in good 
order and repair. If any of the leased property listed in Schedule “A” is lost, 
stolen, in need of repair or replacement, or damaged or destroyed other than 
by fire or other unavoidable casualty, or if any items of the leased property 
listed in Schedule “B” are lost, stolen, in need of repair or replacement, or 
damaged or destroyed by any cause or become obsolete by reason of wear and 
tear, Lessee shall immediately repair or replace such items, and if Lessee shall 
fail so to do Shell, if Shell so elects, may repair or replace such items and 
charge to Lessee the reasonable cost of making such repairs or, in the case of 
replacement, the replacement value shown in said Schedules, or if no such value 
is shown, the reasonable replacement value. Shell hereby acknowledges the 
Se err mar PO I ne cece aaa et eanmen 
UN Eros tetera storm conses ) as a non-interest-bearing deposit to secure the pay- 
ment of any indebtedness of Lessee to Shell, whether under this lease or other- 
wise, and Shell may, from time to time, apply all or any part of said sum to 
any such indebtedness. Upon demand of Shell from time to time, Lessee shall 
deposit with Shell additional sums equal to any amounts so applied. Shell, at 
the expiration or termination of this lease or any extension or renewal hereof, 
shall return to Lessee any unapplied portion of the amounts heretofore or here- 
after so deposited without interest. Lessee agrees that Shell may mingle the 
said deposit with other funds of Shell and that Shell shall not be required to 
maintain equivalent funds on hand. Upon any termination of this lease, Lessee 
shall peaceably deliver up the leased premises and property to Shell. None of 
the provisions of this lease shall be construed as reserving to Shell any right 
to exercise any control over the business or operations of Lessee conducted 
upon the leased premises or to direct in any respect the manner in which any 
such business and operations shall be conducted, it being understood and agreed 
that so long as Lessee shall use said premises as herein provided, the entire 
control and direction of such activities shall be and remain with Lessee. Ail 
notices under this lease shall be deemed sufficient if served personally or sent 
by registered letter or telegram and, when so sent, shall be deemed given when 
the latter is deposited in the mail or the telegram is filed with the telegraph 
company, with postage or charges prepaid, and addressed, if to Shell at 


if to Lessee at Lessee’s first above mentioned address, or in either case at such 
other address as shall have been substituted therefor by notice theretofore 
received. 

Fifth. Lessee hereby releases, relinquishes, discharges and agrees to indem- 
nify, protect and save harmless Shell of and from any and all claims, demands 
and liability for any loss, damage, injury or other casualty to property (whether 
it be that of either of the parties hereto or of third persons) and persons 
(whether they be third persons, Lessee or employees of either of the parties 
hereto) caused by, growing out of, or happening in connection with or apper- 
taining to, the leased premises, or the condition or maintenance thereof, or 
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Lessee’s use and occupancy thereof, or the buildings, equipment or improvements 
located thereon, or the adjacent sidewalks and streets. 

Sixth. Lessee agrees that throughout tie term of this lease Lessee will. at 
Lessee’s OWN expense promptly observe and comply with all the laws, orders, 
regulations, rules, ordinances and requirements pertaining to the leased prem- 
ises, to any use thereof, or to any activity conducted thereon, made by the Fed- 
eral, State and Municipal Governments and authorities and also with the rules 
and requirements of all insurance companies writing policies covering the leased 
premises or any part thereof. Lessee shall not use the leased premises or allow 
them to be used for the purpose of selling or otherwise disposing of alcoholic 
liquors or beverages of an intoxicating nature or tendency. 

Seventh. Lessee shall not mortgage or assign this lease, nor sublease the 
whole or any part of the leased premises, without Shell’s written permission. 
Lessee shall not make any attachments or additions to any building on the 
leased premises in such manner as to damage such building in any way, nor 
make any structural alterations therein or thereto, nor shall Lessee commit or 
permit any waste whatever on the leased premises and property. Nothing in 
this lease or letting shall be construed as conferring on Lessee the right to use 
Shell’s trade-marks, trade names, advertising signs or devices or color schemes. 

Eighth. If Lessee shall fail to make any payment of rent hereunder for ten 
days after the same shall fall due or shall fail to perform any of Lessee’s obliga- 
tions hereunder or shall violate any condition or breach any covenant herein 
contained, or if Lessee should enter bankruptcy, insolvency or reorganization pro- 
ceedings, either voluntarily or involuntarily, or if Lessee’s interest in or under 
this lease should be levied on or sold on execution or should, by operation of 
law or otherwise, become vested in any other person, firm or corporation, or if 
said premises or any part thereof should be taken in condemnation proceedings, 
then, and in any such event, Shell ,at its option, may without notice immediately 
terminate this lease and at any time thereafter enter said premises and eject 
Lessee therefrom, without prejudice to other remedies. Whenever this lease 
shall terminate, either by lapse of time or by virtue of any of the express stipula- 
tions herein contained, Lessee hereby waives all right to any notice to quit 
possession and all right of redemption. Shell is hereby granted a lien upon all 
merchandise and other property of Lessee now or hereafter located on the leased 
premises, to secure the payment of rent and the full performance of all obliga- 
tions assumed by Lessee under this lease. Upon default, Shell may, without court 
action, take possession of all such property and may sell same at public or private 
sale conducted after notice by publication in one issue of a newspaper circulated 
in the county in which the demised premises are located, such notice to state the 
time and place of said sale; provided, Shell may sell or purchase any and all 
of the merchandise at the then current prices without holding a sale as afore- 
said and without notice to Lessee. 

Ninth. If Shell is not the owner of the premises herein leased, then this lease 
and the estate hereby created are subject to all the terms and conditions of the 
lease or other arrangement under which Shell is entitled to possession of said 
premises and Lessee agrees to do nothing and to suffer nothing to be done upon 
the premises herein leased which if done or suffered to be done by Shell would 
constitute a violation of any of said terms and conditions. If for any reason what- 
soever, Shell’s tenure is terminated or surrendered, this lease shall automatically 
terminate simultaneously therewith without notice or further act of Shell or 
Lessee and without any liability on the part of Shell. If, notwithstanding the 
continuance of Shell’s tenure, Shell enters into a new lease with Shell’s landlord, 
superseding the lease or other arrangement then in force (and regardless whether 
or not such new lease overlaps the term of the tenure then in force and whether 
the provisions thereof are the same as or different from those superseded), or if 
Shell assigns the lease or other arrangement under which Shell is entitled to 
possession of said premises, then at any time within the sixty day period be- 
ginning thirty days before the occurrence of any such event and ending thirty 
days after such occurrence, Shell or its successor-in-interest or assignee shall 
have the right and option to terminate this lease, without further liability to 
Lessee, by giving at least three days’ notice to Lessee. Shell may, at its option, 
in addition to any other right of termination hereunder, terminate this lease 
effective at any time within thirty days prior to any termination or surrender 
of Shell’s tenure, by at least ten days’ notice to Lessee. If Shell is the owner of 
the premises herein leased and if, at any time during the continuance of this 
lease, Shell should sell or contract to sell all or part of the premises herein leased, 
Shell or Shell’s vendee shall have the right to terminate this lease, without further 
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liability to Lessee, by giving Lessee at least thirty days’ notice of such termina- 
tion. The rights and options provided by this Article shall be continuing rights 
and options, and failure to exercise the same at any time shall not affect the right 
to exercise such right or option on any subsequent occasion. 

Tenth. This lease merges all prior negotiations and oral and written under- 
standings between the parties hereto with reference to the letting of said premises 
and property to Lessee, and there are no other agreements, understandings, con- 
ditions or representations, oral or written, with reference to said letting to Lessee. 
Shell’s waiver of any right or rights accruing to it by reason of any provision 
of this lease, or by Lessee’s failure to observe and perform Lessee’s obligations or 
covenants hereunder, shall not be construed as a waiver of any such provision 
or of any right or rights subsequently accruing or of any other right or rights of 
Shell; nor shall Shell’s rights hereunder or any provision hereof be in any 
way affected by any forbearance or course of dealing. This lease cancels and 
supersedes, as of the beginning date of the primary period hereof any prior lease 
from Shell to Lessee of said premises. 

Eleventh. This lease and any subsequent agreement amending, modifying or 
supplementing this lease, or waiving or releasing any provision thereof, shall be 
binding upon Shell only when the same has been executed on its behalf by its 
Division Manager or other duly authorized representative, and an executed copy 
of this lease has been delivered to Lessee. Subject to the foregoing and to 
Articles Seventh and Eighth hereof, this lease shall insure to the benefit of and 
be binding upon the parties hereto and their respective heirs, executors, adminis- 
trators, successors and assigns. 

IN WITNESS W HEREOF, the parties hereto have executed this instrument the day 
and year first above written. 


SHELL Or, COMPANY, INCORPORATED 


Executed by Shell in the presence of: 


(Exhibits for Question 7) 
DEALER SALES AGREEMENT 


Tam Cassar, meee tae. Co day of 
19____, by and between SHELL Or~ CoMPANY, INCORPORATED, hereinafter called 
“Shell”, and 

Street, City of 
hereinafter called, “Dealer,” 

WITNESSETH : 

1. Products.—Shell agrees to sell and deliver to Dealer, and Dealer agrees to 
purchase and receive from Shell, upon the terms and conditions hereinafter pro- 
vided, “Shell” gasolines and “Shell” automotive oils and greases, all of the kinds, 
grades, brands and quality being sold by Shell, at the time of delivery, from 
Shell’s bulk depot from which deliveries are ordinarily made to Dealer hereunder, 
for resale at gasoline filling and automobile service stations. 

2. Quantities —The quantities of said products shall be such quantities thereof 
as Dealer shall order from time to time during the continuance of this contract, 
for resale at Dealer’s gasoline filling and/or automobile service station or garage 

Street, in the City of 


3. Prices—The prices for said products shall be the following : 

(1) For gasolines: Shell’s posted dealer prices for the respective grades 
and brands of gasoline delivered, in effect at the time and for the place of 
delivery, as shown in Shell’s current Schedule of Posted Prices for Gasoline 
posted at Shell’s bulk depot from which deliveries are made to Dealer here- 
under or at such other place as Shell may designate by written notice to 
Dealer ; and, 
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(2) For automotive oils and greases: Shell’s established current dealer 
prices for the respective grades, brands, packages and quantities delivered, 
in effect at the time and for the place of delivery, as shown in Shell's Schedule 
of List Prices for Automotive Oils and Greases in effect on the date of 
delivery, less applicable discounts, if any, as specified in said Schedule of 
List Prices. 

4. Deliveries.—Deliveries shall be made by Shell to Dealer at Dealer's said 
station or garage, by any means of transportation or combination thereof, and 
in any containers, that Shell may select. Shell shall not be obligated to make 
any delivery outside of Shell's usual business hours, or to make any one delivery 
of any grade or brand of gasoline in any quantity less than the full capacity of 
one compartment of any of the truck tanks in which deliveries are ordinarily 
made by Shell hereunder. 

5. Terms.—Dealer shall pay Shell cash on delivery for all products delivered 
to Dealer hereunder, unless other terms of payment are granted in writing by 
Shell's Credit Department. Any such other terms of payment may be altered 
or revoked by Shell, at Shell’s sole discretion, at any time. 

6. Period.—The period of this contract shall be the period beginning on the 


and ending 


S ee... 
and from year to year thereafter; provided, however, that either Shell or Dealer 
may terminate this contract at any time by giving to the other at least ten (10) 
days’ prior written notice. 

7. Use of Trade-marks, etc—Dealer shal! have the right, during the continu 
ance of this contract, to use Shell’s trade-marks, trade names and color scheme in 
Dealer’s advertising and sale, at Dealer’s said station or garage, of the products 
purchased by Dealer hereunder. Dealer shall not sell ander Shell’s trade-marks, 
trade names or color scheme, any products other than those purchased hereunder, 
or any mixture or adulteration of any products purchased hereunder with any 
other product or material. In the event Dealer should cease to purchase Shell's 
products under this contract or in the event this contract should terminate for 
any reason whatsoever, Dealer shall immediately and completely discontinue the 
use of Shell’s trade-marks, trade names and color scheme. All signs and other 
advertising devices, heretofore or hereafter furnished by Shell to Dealer, shall be 
and remain the property of Shell, shall be used solely in connection with Dealer's 
sale of products purchased hereunder, and shall be returned by Dealer to Shell 
immediately upon Shell’s demand. 

8. Containers.—All containers in which oils and greases are delivered here- 
under shall be nonreturnable, unless otherwise specified in Shell’s said Schedule 
of List Prices in effect at the time of delivery. As to all containers which may 
be specified in said Schedue of List Prices as returnable, the terms upon which 
such containers shall be returnable and the charges to be paid by Dealer if Dealer 
fails to return such containers shall be those specified in said Schedule of List 
Prices. 

9. Claims.—It shall be a condition precedent to Sheil’s liability for any defect 
in quality or shortage in quantity of any products delivered hereunder, that 
Dealer shall give Shell notice of Dealer’s claim, setting forth fully the facts on 
which the same is based, within forty-eight (48) hours after delivery of the 
product concerning which such claim is made, and that Shell shall be given a 
reasonable opportunity to inspect such product. 

10. Tarves.—Any tax, duty, charge, or fee, now or hereafter levied on the 
products sold hereunder, or on the raw or precessed products from which the 
products sold hereunder are manufactured or blended, or on Shell, or required 
to be paid or collected by Shell, by reason of the production, manufacture, blend- 
ing, inspection, storage, withdrawal, sale, use, transportation or delivery of said 
products, or any feature thereof, shall be paid by Dealer in addition to the prices 
specified herein, in so far as the same is not expressly included in such prices. 

11. Force Majeure.—Shell. shall be absolved from its obligations under this 
contract when and to the extent that performance thereof is delayed or prevented 
by any cause reasonably beyond the control of Shell. 

12. Assignability—This contract is not assignable by Dealer or by operation 
of law, except with the written consent of Shell. 

13. Breach and Waiver.—If Dealer should, at any time, breach any of the pro- 
visions of this contract, Shell shall have the right, at its option, to suspend 
deliveries hereunder or to terminate this contract by written notice to Dealer, 
without prejudice to any other remedies which Shell may have against Dealer 
for such breach. Shell’s right to require strict performance of Dealer’s obliga- 
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tions hereunder shall not be affected in any way by any previous waiver, for- 
bearance or course of dealing. 

14. Entirety of Contract——This contract embodies the entire agreement be- 
tween Shell and Dealer, and there are no agreements, understandings, conditions, 
warranties or representations, oral or written, express or implied, with reference 
to the subject matter hereof, that are not merged herein or superseded hereby. 
All prior contracts between Shell and Dealer with reference to the subject matter 
hereof are hereby terminated as of the beginning date of the period hereof. 

15. Execution.—Neither this contract nor any subsequent agreement amend- 
ing or supplementing this contract shall be binding on Shell unless and until it 
has been signed by a duly authorized repesentative of Shell in Shell’s Division 
Office or in Shell’s Head Office in New York, New York, and a duplicate thereof, 
so signed in behalf of Shell, has been delivered to Dealer; and commencement 
of performance hereunder or under any such subsequent agreement shall not be 
construed as a waiver of this requirement. 


In Witness Whereof, this contract is executed as of the day and year first 
herein written. 
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SHELL O11 COMPANY, INCORPORATED 


9 deittgel TURE 


Dealer 

Negotiated by: 
ee Shell's Salesman _ 
Witness to execution by Dealer: 


DEALER SALES CONTRACT 







THis CONTRACT, made this __________ en ee eee 

between SHELL Or CoMPANY, INCORPORATED, hereinafter called “Shell,” and 
lbh G5 £8 ke os PE he La eee City or 
eres ele 2 ort , hereinafter called “Dealer.” 

WITNESSETH : 

1. Products.—Shell agrees to sell and deliver to Dealer, and Dealer agrees to 
purchase and receive from Shell, upon the terms and conditions hereinafter pro- 
vided, “Shell” gasolines and “Shell” automotive oils and greases, all of the kinds, 
grades, brands and quality being sold by Shell, at the time of delivery, from Shell’s 
bulk depot from which deliveries are ordinarily made to Dealer hereunder, for 
resale at gasoline filling and automobile service stations. 

2. Quantities—The quantities of said products shell be Dealer’s requirements 
thereof, during the period of this contract, for resale at Dealer’s gasoline filling 
and/or automobile service station or garage located at _..__-__________ Street, 
fn ce See Or a nN ee ee , but not less, per con- 
tract year, than the minimum, nor more, per contract year, than the maximum 
quantities of the respective products specified in the following schedule: 


tn ive 




















Products Minimum Mazimum 
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3. Prices.—The prices for said products shall be the following : 

(1) For gasolines: Shell’s posted dealer prices for the respective grades 
and brands delivered, in effect at the time and for the place of delivery, as 
shown in Shell’s current Schedule of Posted Prices for Gasoline posted at 
Shell’s bulk depot from which deliveries are made to Dealer hereunder or at 
such other place as Shell may designate by written notice to Dealer; and, 

(2) For automotive oils and greases: Shell’s established current dealer 
prices for the respective grades, brands, packages, and quantities delivered, 
in effect at the time and for the place of delivery, as shown in Shell’s Schedule 
of List Prices for Automotive Oils and Greases in effect on the date of de- 


livery, less applicable discounts, if any, as specified in said Schedule of List 
Prices. 
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4. Deliveries.—Deliveries shall be made by Shell to Dealer at Dealer's said sta- 
tion or garage, by any means of transportation or combination thereof, and in any 
containers, that Shell may select. Shell shall not be obligated to make any de 
livery outside of Shell's usual business hours, or to make any one delivery of any 
grade or brand of gasoline in any quantity less than the full capacity of one com- 
partment of any of the truck tanks in which deliveries are ordinarily made by 
Shell hereunder. 

5. Terms.—Dealer shall pay Shell cash on delivery for all products delivered 
to Dealer hereunder, unless other terms of payment are granted in writing by 
Shell’s Credit Department. Any such other terms of payment may be altered 
or revoked by Shell, at Shell’s sole discretion, at any time. 

6. Period.—This contract shall be in effect for the period beginning on the 

, 19__.., and ending on the day 

,19____, and from year to year thereafter; provided, however, 

that Dealer may terminate this contract on the date last above specified or at 

the end of any subsequent contract year, by giving at least thirty (30) days’ prior 

written notice to Shell, and that Shell may terminate this contract at any time 
by giving at least ten (10) days’ prior written notice to Dealer. 

7. Use of Trade-Marks, Etc.—Dealer shall have the right, during the continu- 
ance of this contract, to use Shell’s trade-marks, trade names and color scheme 
in Dealer’s advertising and sale, at Dealer’s said station or garage, of the products 
purchased by Dealer hereunder. Dealer shall not sell, under Shell’s trade-marks, 
trade names or color scheme, any products other than those purchased hereunder, 
or any mixture or adulteration of any products purchased hereunder with any 
other product or material. In the event Dealer should cease to purchase Shell's 
products under this contract or in the event this contract should terminate for 
any reason whatsoever, Dealer shall immediately and completely discontinue the 
use of Shell’s trade-marks, trade names and color scheme. All signs and other 
advertising devices, heretofore or hereafter furnished by Shell to Dealer, shall 
be and remain the property of Shell, shall be used solely in connection with 
Dealer’s sale of products purchased hereunder, and shall be returned by Dealer 
to Shell immediately upon Shell's demand. 

8. Containers.—All containers in which oils and greases are delivered here- 
under shall be non-returnable, unless otherwise specified in Shell’s said Schedule 
of List Prices in effect at the time of delivery. As to all containers which may be 
specified in said Schedule of List Prices as returnable, the terms upon which such 
containers shall be returnable and the charges to be paid by Dealer if Dealer fails 
to return such containers shall be those specified in said Schedule of List Prices. 

9. Claims.—It shall be a condition precedent to Shell's liability for any defect 
in quality or shortage in quantity of any products delivered hereunder, that 
Dealer shall give Shell notice of Dealer’s claim, setting forth fully the facts on 
which the same is based, within forty-eight (48) hours after delivery of the prod 
uct concerning which such claim is made, and that Shell shall be given a reason- 
able opportunity to inspect such product. 

10. Tares.—Any tax, duty, charge or fee, now or hereafter levied on the prod- 
ucts sold hereunder, or on the raw or processed products from which the products 
sold hereunder are manufactured or blended, or on Shell, or required to be paid 
or collected by Shell, by reason of the production, manufacture, blending, inspec- 
tion, storage, withdrawal, sale, use, transportation or delivery of said products, 
or any feature thereof, shall be paid by Dealer in addition to the prices specified 
herein, in so far as the same is not expressly included in such prices. 

11. Force Majeure.—Shell shall be absolved from its obligations under this 
contract when and to the extent that performance thereof is delayed or prevented 
by any cause reasonably beyond the control of Shell. 

12. Assignability—This contract is not assignable by Dealer or by operation 
of law, except with the written consent of Shell. 

18. Breach and Waiver.—If Dealer should, at any time, breach any of the 
provisions of this contract, Shell shall have the right, at its option, to suspend 
deliveries hereunder or to terminate the contract by written notice to Dealer, 
without prejudice to any other remedies which Shell may have against Dealer for 
such breach. Shell’s right to require strict performance of Dealer’s obligations 
hereunder shall not be affected in any way by any previous waiver, forbearance 
or course of dealing. 

14. Entirety of Contract.—This contract embodies the entire agreement between 
Shell and Dealer, and there are no agreements, understandings, conditions, war- 
ranties or representations, oral or written, express or implied, with reference to 
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the subject matter hereof, that are not merged herein or superseded hereby. All 
price contracts between Shell and Dealer with reference to the subject matter 
hereof are hereby terminated as of the beginning date of the period hereof. 

15. Hxecution.—Neither this contract nor any subsequent agreement amending 
or supplementing this contract shali be binding on Shell unless and until it has 
been signed by a duly authorized representative of Shell in Shell’s Division Office 
or in Shell’s Head Office in New York, New York, and a duplicate thereof, so 
signed in behalf of Shell, has been delivered to Dealer; and commencement of 
performance hereunder or under any such subsequent agreement shall not be 
construed as a waiver of this requirement. 

In Witness Whereof, this contract is executed as of the day and year first 
herein written. 


SHELL Ort CoMPANY, INCORPORATED, 


Negotiated by: 


Tuts CoNTRACT, dated ___.___________ , between SHELL O11 Company, 
with offices at _._.__________ Moot 
(herein called “Shell”), and tie _ of 
Mb), sieeiores Dlueute 27 ; ula ai (herein ealled “Dealer” >; 

WITNESSETH : 

1. Products—quantities—Shell shall sell and deliver to Dealer, and Dealer 
shall purchase and receive from Shell, such quantities of “Shell” gasolines and 
“Shell” automotive lubricants as Dealer shall order from time to time during the 
continuance of this Contract, for resale at Dealer’s service station or garage 
located at - aoe in 


diag aback iscal , but not less nor more, 
during each contract-year, than the following respective minimum and maximum 
quantities : 


“Shell” Product Minimum Marimum 


a a 
____ gallons _____... gallons 
. _gallons  ________ gallons 


Said products shall be of the kinds, grades, brands and quality being sold gen- 
erally by Shell, at the time of delivery, from Shell’s distributing plant from 
which deliveries are ordinarily made to Dealer hereunder, for resale at service 
stations. 

2. Prices—terms.—The prices shall be: (a) for gasolines, Shell’s posted dealer 
prices for the respective grades and brands delivered, in effect on date and for 
place of delivery, as posted at Shell’s distributing plant from which deliveries 
are made to Dealer hereunder; and (b) for automotive lubricants, Shell’s dealer 
list prices for the respective grades, brands, packages and quantities delivered, 
in effect on date and for place of delivery, less any applicable listed discounts. 
Terms of payment shall be cash on delivery or such credit terms as may be 
extended by Shell, which may be altered or revoked by Shell at any time. 

3. Deliveries—containers.—Deliveries shall be made at Dealer’s said station 
or garage by any means of transportation and in any containers that Shell may 
select. Shell shall not be obligated to make any delivery outside of its usual 
business hours or, as to gasoline, in any quantity less than __._____.__ gallons. 
All containers shall be non-returnable, unless specified by Shell from time to time 
as returnable, in which case the terms on which the containers are returnable 
and the charges payable by Dealer upon failure to return the same shall be 
those established by Shell from time to time. 

4. Period.—This Contract shall be in effect for a primary period beginning 

, 19____, and ending , 19____, and from 
year to year thereafter; but Dealer may terminate this Contract at the end of 
the primary period or of any subsequent contract-year, by giving Shell at least 
thirty (30) days’ notice: and Shell may terminate this Contract at the end of 
the first or any subsequent contract-year, by giving Dealer at least thirty (30) 
days’ notice. Whenever used herein, “contract-year” means any year beginning 
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on the beginning-date of the primary period of this Contract or any anniversary 
thereof and ending on the next succeeding anniversary thereof. 

5. Use of Trade-Marks, Etc——Dealer may use Shell's trade-marks, trade names 
and color scheme to identify and advertise, at said station or garage, any prod- 
ucts purchased hereunder. Dealer shall not sell, under Shell's trade-marks, trade 
names or color scheme, any products other than those purchased hereunder, or 
any mixture or adulteration of any product purchased hereunder with any other 
product or material. If Dealer ceases to purchase products hereunder or if this 
Contract terminates for any reason, Dealer shall immediately and completely dis 
continue the use of Shell’s trade-marks, trade names and color scheme. All signs 
and other advertising devices, heretofore or hereafter furnished by Shell to 
Dealer, shall remain the property of Shell, shall be used solely in connection with 
Dealer’s sale of products purchased hereunder, and shall be returned to Shell im 
mediately upon demand. 

6. Claims.—Shell shall have no liability to Dealer for any defect in quality or 
shortage in quantity of products delivered hereunder, unless Dealer gives Shell 
notice of Dealer’s claim within five (5) days after delivery of the products in 
question, and Shell is given reasonable opportunity to inspect such products. 
Shell shall have no liability to Dealer for any other claim, and Dealer shall have 
no liability to Shell for any claim (except for indebtedness or relating to equip- 
ment), arising directly or indirectly out of or in connection with this Contract 
or any sales or deliveries of petroleum products by Shell to Dealer hereunder 
or otherwise, unless the claimant gives the other party notice of the claim within 
ninety (90) days after the date of the sale, delivery or other transaction or oc- 
currence giving rise to the claim. Every notice of claim shall set forth fully 
the facts on which the claim is based. 

7. Tazes.—Any tax, duty, charge or fee, now or hereafter levied on the prod- 
ucts sold hereunder, or on Shell, or required to be paid or collected by Shell, 
by reason of the delivery, sale or use of said products, shall be paid by Deale: 
in addition to the prices specified herein, insofar as the same is not expressly 
included in such prices. 

8. Excuses for Nonperformance.—Shell shall be excused from performance 
of its obligations under this Contract when and to the extent that such perform- 
ance is delayed or prevented by any cause reasonably beyond Shell’s control. If 
Shell’s supply of any product covered hereby at the place from which deliveries 
thereof are usually made hereunder is or will be insufficient at any time for Shell 
to fill all orders which normally are or would be filled from such place, then 
Shell, irrespective of the cause of such insufficiency, may discontinue deliveries 
of such product hereunder or apportion deliveries thereof among orders received 
from Dealer and from other purchasers, in such manner as Shell, in its sole dis- 
cretion, may determine. 

9. Assignability—Neither this Contract nor any claim against Shell arising 
directly or indirectly out of or in connection with this Contract shall be assign- 
able by Dealer or by operation of law, without the prior written consent of 
Shell. 

10. Remedies—Waiver.—If Dealer breaches any of the provisions of this Con- 
tract, or if Dealer defaults in payment of any indebtedness to Shell, whether 
under this Contract or otherwise, or in event of Dealer’s death: Shell shall have 
the right to suspend deliveries hereunder or to terminate this Contract by notice 
to Dealer, without prejudice to any other rights or remedies Shell may have 
hereunder or by law. Shell’s right to require strict performance of Dealer’s 
obligations hereunder shall not be affected in any way by any previous waiver, 
forbearance or course of dealing. 

11. Notices —aAll notices hereunder shall be in writing, may be given to Dealer 
by personal service or to either Dealer or Shell by registered letter or telegram, 
and, in the latter instances, shall be deemed given when the letter is deposited in 
the mail or the telegram filed with the telegraph company, postage or charges 
prepaid, and addressed to the party for whom intended at such party’s address 
first herein specified, or to such other address as may be substitute therefor by 
proper notice hereunder. 

12. Entirety—Release—Ezecution.—This contract comprises the entire agree- 
ment between Shell and Dealer, and there are no agreements, understanding, con- 
ditions, warranties or representations, oral or written, express or implied, con- 
cerning the subject matter or in consideration hereof, that are not merged herein 
or superseded hereby. All prior contracts between Shell and Dealer concerning 
the subject matter hereof are hereby terminated as of the beginning date of the 
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period hereof; and Shell and Dealer hereby release each other from all claims 
which each now has against the other, whether or not now known to either, 
arising directly or indirectly out of or in connection with any svch prior contract 
between Shell and Dealer or any sales or deliveries of petroleum products by 
Shell to Dealer thereunder or otherwise, prior to said beginning date, excepting, 
however, claims of Shell against Dealer for indebtedness or relating to equipment. 
Neither this Contract nor any subsequent amendment or supplement thereto shall 
be binding on Shell unless and until it is signed in Shell’s behalf by a repre- 
sentative duly authorized by its Board of Directors, and a copy thereof so signed 
is delivered to Dealer. 


EQUIPMENT LOAN PROVISIONS 


13. Loan.—Shell hereby loans to Dealer the following described equipment, 
now or hereafter to be located on the premises of Dealer’s said service station 
or garage: 


Dealer hereby acknowledges receipt of all of said equipment in good and safe 
condition and repair. All other equipment, if any, furnished by Shell to Dealer, 
during the continuance of this Contract, to be located on said premises, shall be 
subject to the provisions of this Contract. 

14. Use.—Dealer shall not remove or permit removal of said equipment or any 
part thereof from said premises; shall maintain said equipment in good repair 
and efficient operating condition ; and shall return the same to Shell, immediately 
upon any termination of this Contract, in as good condition as when received by 
Dealer, excepting only reasonable wear and tear and damage by fire or other 
easualty not resulting from acts or omissions of Dealer or Dealer’s employees. 
Shell shall have the right to inspect, repair and paint said equipment, and to 
enter said premises at any time for such purposes. 

15. Charges.—Dealer shall pay all taxes, assessments, license, permit and 
inspection fees, and other governmental charges on said equipment or on Shell or 
Dealer with respect to the possession or use thereof or the business conducted 
in connection therewith. 

16. Indemnity.—Dealer shall indemnify Shell against any and all claims and 
liability for injury or death of persons or damage to property caused by or 
happening in connection with said equipment or the condition, maintenance, 
possession or use thereof. 

17. Ownership and Removal by Shell.—All of said equipment shall remain the 
personal property of Shell, notwithstanding any attachment thereof to said 
premises; and Shell may enter said premises and remove therefrom all or any 
part of said equipment within sixty (60) days after any termination of this 
Contract. If, after any termination of this Contract, said equipment or any part 
thereof remains on said premises because Dealer or a third party has purchased 
the same, Dealer shall immediately remove or cause to be removed Shell’s trade- 
marks, trade names and color scheme from said equipment; and if Dealer fails 
so to do, Shell may enter said premises and, at Dealer’s expense, remove Shell’s 
trade-marks, trade names and color scheme from said equipment. 

In WITNESS WHEREOF, this Contract is executed as of the date first herein 
written. 


SHELL Or, CoMPANY, 


Dealer. 
CONSENT AND AGREEMENT 


The undersigned, being the owner(s) and/or mortgagee(s) of the premises 
on which is located the service station or garage operated by the party called 
“Dealer” in the foregoing Dealer Sales Contract and herein, in consideration 
of One Dollar ($1.00) and other good and valuable consideration paid to the 
undersigned by Shell Oil Company (herein called “Shell”’), receipt of which is 
hereby acknowledged, hereby: consents to the installation and maintenance on 
said premises of the equipment described in or hereafter subject to said Con- 
tract; acknowledges Shell’s ownership of said equipment, right to remove the 
same from said premises, and right to enter said premises for the purpose of 
inspecting, repairing, painting or removing said equipment, all as provided in 





i eo tie ale oak ac 


GASOLINE PRICE WAR IN NEW JERSEY 531 


said Contract; and waives all right of distraint or lien on said equipment for 
rent or any other indebtedness which Dealer may now or hereafter owe to the 
undersigned or any of them. 

Executed on 


WITNESSETH : 

1. Products—Quantities——Shell shall sell and deliver to Dealer, and Dealer 
shall purchase and receive from Shell, such quantities of “Shell” gasolines and 
“Shell” automotive lubricants as Dealer shall order from time to time during the 
continuance of this Contract, for resale at Dealer’s service station or garage 
located at i 


’ 


Said products shall be of the kinds, grades, 
brands and quality being sold generally by Shell, at the time of delivery, from 
Shell’s distributing plant from which deliveries are ordinarily made to Dealer 
hereunder, for resale at service stations. 

2. Prices—Terms.—The prices shall be: (a) for gasolines, Shell’s posted dealer 


prices for the respective grades and brands delivered, in effect on date and for 
place of delivery, as posted at Shell’s distributing plant from which deliveries are 
made to Dealer hereunder; and (b) for automotive lubricants, Shell’s dealer list 
prices for the respective grades, brands, packages and quantities delivered, in 
effect on date and for place of delivery, less any applicable listed discounts. 
Terms of payment shall be cash on delivery or such credit terms as may be ex- 
tended by Shell, which may be altered or revoked by Shell at any time. 

3. Deliveries—Containers.—Deliveries shall be made at Dealer’s said station 
or garage by any means of transportation and in any containers that Shell may 
select. Shell shall not be obligated to make any delivery outside of its usual 
business hours, or, as to gasoline, in any quantity less than gallons. 
All containers shall be non-returnable, unless specified by Shell from time to time 
as returnable, in which case the terms on which the containers are returnable and 
the charges payable by Dealer upon failure to return the same shall be those 
established by Shell from time to time. 

4. Period—This Contract shall be in effect for a primary period beginning 

, 19_--., and ending Is at: Ge 
from year to year thereafter; but either Dealer or Shell may terminate this Con- 
tract at any time by giving the other at least ten (10) days’ notice. 

5. Use of Trade-Marks, Etc.—Dealer may use Shell’s trade-marks, trade names 
and color scheme to identify and advertise, at said station or garage, any products 
purchased hereunder. Dealer shall not sell, under Shell’s trade-marks, trade 
names or color scheme, any products other than those purchased hereunder, or 
any mixture or adulteration of any product purchased hereunder with any other 
product or material. If Dealer ceases to purchase products hereunder or if this 
Contract terminates for any reason, Dealer shall immediately and completely 
discontinue the use of Shell’s trade-marks, trade names and color scheme. All 
signs and other advertising devices, heretofore or hereafter furnished by “hell 
to Dealer, shall remain the property of Shell, shall be used solely in conne: tion 
with Dealer’s sale of products purchased hereunder, and shall be returned to 
Shell immediately upon demand. 

6. Claims.—Shell shall have no liability to Dealer for any defect in quality or 
shortage in quantity of products delivered hereunder, unless Dealer gives Shell 
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notice of Dealer's claim within five (5) days after delivery of the products in 
question, and Shell is given reasonable opportunity to inspect such products. 
Shell shall have no liability to Dealer for any other claim, and Dealer shall have 
no liability to Shell for any claim (except for indebtedness or relating to equip- 
ment), arising directly or indirectly out of or in connection with this Contract or 
any sales or deliveries of petroleum products by Shell to Dealer hereunder or 
otherwise, unless the claimant gives the other party notice of the claim within 
ninety (90) days after the date of the sale, delivery or other transaction or 
occurrence giving rise to the claim. Every notice of claim shall set forth fully 
the facts on which the claim is based. 

7. Tawes.—Any tax, duty, charge or fee, now or hereafter levied on the products 
sold hereunder, or on Shell, or required to be paid or collected by Shell, by 
reason of the delivery, sale or use of said products, shall be paid by Dealer in 
addition to the prices specified herein, insofar as the same is not expressly 
included in such prices. 

8. Excuses for Nonperformance.—Shell shall be excused from performance of 
its obligations under this Contract when and to the extent that such performance 
is delayed or prevented by any cause reasonably beyond Shell’s control. If 
Shell’s supply of any product covered hereby at the place from which deliveries 
thereof are usually made hereunder is or will be insufficient at any time for 
Shell to fill all orders which normally are or would be filled from such place, then 
Shell, irrespective of the cause of such insufficiency, may discontinue deliveries 
of such product hereunder or apportion deliveries thereof among orders received 
from Dealer and from other purchasers, in such manner as Shell, in its sole 
discretion, may determine. 

9. Assignability— Neither this Contract nor any claim against Shell arising 
directly or indirectly out of or in connection with this Contract shall be assign- 
able by Dealer or by operation of law, without the prior written consent of Shell. 

10. Remedies—Waiver.—If Dealer breaches any of the provisions of this Con- 
tract, or if Dealer defaults in payment of any indebtedness to Shell, whether 
under this Contract or otherwise, or in event of Dealer’s death: Shell shall have 
the right to suspend deliveries hereunder or to terminate this Contract by notice 
to Dealer, without prejudice to any other rights or remedies Shell may have 
hereunder or by law. Shell’s right to require strict performance of Dealer's 
obligations hereunder shall not be affected in any way by any previous waiver, 
forbearance or course of dealing. 

11. Notices—All notices hereunder shall be in writing, may be given to 
Dealer by personal service or to either Dealer or Shell by registered letter or 
telegram, and, in the latter instances, shall be deemed given when the letter is 
deposited in the mail or the telegram filed with the telegraph company, postage 
or charges prepaid, and addressed to the party for whom intended at such party's 
address first herein specified, or to such other address as may be substituted 
therefor by proper notice hereunder. 

12. Entirety—Release—Ezecution.—This Contract comprises the entire agree- 
ment between Shell and Dealer, and there are no agreements, understandings 
conditions, warranties or representations, oral or written, express or implied, 
concerning the subject matter or in consideration hereof, that are not merged 
herein or superseded hereby. All prior contracts between Shell and Dealer 
concerning the subject matter hereof are hereby terminated as of the beginning 
date of the period hereof; and Shell and Dealer hereby release each other from 
all claims which each now has against the other, whether or not now known to 
either, arising directly or indirectly out of or in connection with any such prior 
contract between Shell and Dealer or any sales or deliveries of petroleum prod- 
ucts by Shell to Dealer thereunder or otherwise, prior to said beginning date, 
excepting, however, claims of Shell against Dealer for indebtedness or relating 
to equipment. Neither this Contract nor any subsequent amendment or supple- 
ment thereto shall be binding on Shell unless and until it is signed in Shell’s 
behalf by a representative duly authorized by its Board of Directors, and a copy 
thereof so signed is delivered to Dealer. 


InN WITNESS WHEREOF, this Contract is executed as of the date first herein 
written. 








SHELL Om CoMPANY, 
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DEALER SALES CONTRACT 


THis Contract, dated , 19____, between SuHetyt Orn Company, with 
me oes oy 
(herein called “Shell”’), and 


(herein 
called “Dealer”), 

WITNESSETH : 

1. Products—Quantities.—Shell shall sell and deliver to Dealer, and Dealer 
shall purchase and receive from Shell, such quantities of “Shell” gasolines and 
“Shell” automotive lubricants as Dealer shall order from time to time during the 
continuance of this Contract, for resale at Dealer's service station or garage 
located at eee Ns = I ‘ 

, but not less nor more, during each contract- 
year, than the following respective minimum and maximum quantities: 
“Shell” Product Minimum Mazrimum 


gallons gallons 
gallons gallons 
gallons gallons 


Said products shall be of the kinds, grades, brands and quality being sold gen- 
erally by Shell, at the time of delivery, from Shell’s distributing plant from which 
deliveries are ordinarily made to Dealer hereunder, for resale at service stations. 

2. Prices—Terms.—The prices shall be: (a) for gasolines, Shell's posted dealer 
prices for the respective grades and brands delivered, in effect on date and for 
place of delivery, as posted at Shell’s distributing plant from which deliveries 
ure made to Dealer hereunder; and (b) for automotive lubricants, Shell's dealer 
list prices for the respective grades, brands, packages and quantities delivered, 
in effect on date and for place of delivery, less any applicable listed discounts. 
Terms of payment shall be cash on deliver or such credit terms as may be 
extended by Shell, which may be altered or revoked by Shell at any time. 

3. Deliveries—Containers.—Deliveries shall be made at Dealer’s said station 
or garage by any means of transportation and in any containers that Shell may 
select. Shell shall not be obligated to make any delivery outside of its usual 
business hours, or, as to gasoline, in any quantity less than gallons. 
All containers shall be non-returnable, unless specified by Shell from time to 
time as returnable, in which case the terms on which the containers are re- 
turnable and the charges payable by Dealer upon failure to return the same 
shall be those established by Shell from time to time. 

4. Period.—This Contract shall be in effect for a primary period beginning 

, 19..-.3 an@ending .... be 
This Contract will automatically terminate at the end of the 
primary period unless one party offers to extend this Contract for a further 
period of one year by giving to the other party thirty (30) days’ prior written 
notice of such extension, which offer shall be deemed to have been accepted un- 
less rejected in writing by notice to the party making the offer at least ten (10) 
days nefore the date this Contract will otherwise terminate. In like manner, 
this Contract may be extended for similar periods of one year each. Whenever 
used herein, “contract year” means any year beginning on the beginning-date of 
the primary period of this Contract or any anniversary thereof and ending on 
the next succeeding anniversary thereof. 

5. Use of Trade-Marks, Etc.—Dealer may use Shell’s trade-marks, trade names 
and color scheme to identify and advertise, at said station or garage, any products 
purchased hereunder. Dealer shall not sell, under Shell’s trade-marks, trade 
names or color scheme, any products other than those purchased hereunder, or 
any mixture or adulteration of any product purchased hereunder with any other 
product or material. If Dealer ceases to purchase products hereunder or if this 
Contract terminates for any reason, Dealer shall immediately and completely 
discontinue the use of Shell’s trade-marks, trade names and color scheme. All 
signs and other advertising devices, heretofore or herafter furnished by Shell 
to Dealer, shall remain the property of Shell, shall be used solely in connection 
with Dealer’s sale of products purchased hereunder, and shall be returned to 
Shell immediately upon demand. 

6. Claims.—Shell shall have no liability to Dealer for any defect in quality or 
shortage in quantity of products delivered hereunder, unless Dealer gives Shell 
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notice of Dealer's claim within five (5) days after delivery of the products in 
question, and Shell is given reasonable opportunity to inspect such products. 
Shell shall have no liability to Dealer for any other claim, and Dealer shall 
have no liability to Shell for any claim (except for indebtedness or relating to 
equipment), arising directly or indirectly out of or in connection with this 
Contract or any sales or deliveries of petroleum products by Shell to Dealer 
hereunder or otherwise, unless the claimant gives the other party notice of the 
claim within ninety (90) days after the date of the sale, delivery or other trans- 
action or eccurrence giving rise to the claim. Every notice of claim shall set 
forth fully the facts on which the claim is based. 

7. Taves.—Any tax, duty, charge or fee, now or hereafter levied on the prod- 
ucts sold hereunder, or on Shell, or required to be paid or collected by Shell, 
by reason of the delivery, sale or use of said products, shall be paid by Dealer 
in addition to the prices specified herein, insofar as the same is not expressly 
included in such prices. 

8. Excuses for Nonperformance.—Shell shall be excused from performance 
of its obligations under this Contract when and to the extent that such perform- 
ance is delayed or prevented by any cause reasonably beyond Shell’s control. 
If Shell’s supply of any product covered hereby at the place from which deliveries 
thereof are usuaily made hereunder is or will be insufficient at any time for 
Shell to fill all orders which normally are or would be filled from such place, 
then Shell, irrespective of the cause of such insufficiency, may discontinue 
deliveries of such product hereunder or apportion deliveries thereof among 
orders received from Dealer and from other purchasers, in such manner as 
Shell, in its sole discretion, may determine. 

9. Assignability.—Neither this Contract nor any claim against Shell arising 
directly or indirectly out of or in connection with this Contract shall be assign- 
able by Dealer or by operation of law, without the prior written consent of Shell. 

10. Remedies—Waiver.—If Dealer breaches any of the provisions of this 
Contract, or if Dealer defaults in payment of any indebtedness to Shell, whether 
under this Contract or otherwise, or in event of Dealer's death: Shell shall have 
the right to suspend deliveries hereunder or to terminate this Contract by notice 
to Dealer, without prejudice to any other rights or remedies Shell may have 
hereunder or by law. Shell’s right to require strict performance of Dealer's 
obligations hereunder shall not be affected in any way by any previous waiver, 
forbearance or course of dealing. 

11. Notices.—Ali notices hereunder shall be in writing, may be given to Dealer 
by personal service or to either Dealer or Shell by registered letter or telegram, 
and, in the latter instances, shall be deemed given when the letter is deposited 
in the mail or the telegram filed with the telegraph company, postage or charges 
prepaid, and addressed to the party for whom intended at such party’s address 
first herein specified, or to such other address as may be substituted therefor by 
proper notice hereunder. 

12. Entirety—Release—Evecution.—This Contract comprises the entire agree- 
ment between Shell and Dealer, and there are no agreements, understandings, 
conditions, warranties or representations, oral or written, express or implied, 
concerning the subject matter or in consideration hereof, that are not merged 
herein or superseded hereby. All prior contracts between Shell and Dealer 
concerning the subject matter hereof are hereby terminated as of the beginning 
date of the period hereof. Shell and Dealer hereby release each other from all 
claims which each now has against the other, whether or not now known to 
either, arising directly or indirectly out of or in connection with any prior con- 
tract between Shell and Dealer or any prior sales or deliveries of petroleum 
products by Shell to Dealer excepting, however, claims of Shell against Dealer 
for indebtedness or relating to equipment, and Shell and Dealer agree that each 
extension of this Contract shall constitute a separate mutual release effective 
as of the date on which each such extension becomes effective to the same extent 
and with the same effect as above stated. Such release shall be in addition to 
and without limitation of any rights accorded either party under Article 6 above. 
Neither this Contract nor any subsequent amendment or supplement thereto shall 
be binding on Shell unless and until it is signed in Shell’s behalf by a representa- 


tive duly authorized by its Board of Directors, and a copy thereof so signed is 
delivered to Dealer. 
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EQUIPMENT LOAN PROVISIONS 


13. Loan.—Shell hereby loans to Dealer the following described equipment, 
now or hereafter to be located on the premises of Dealer's said service station 
or garage: 


condition and repair. All other equipment, if any, furnished by Shell to Dealer, 
during the continuance of this Contract, to be located on said premises, shall be 
subject to the provisions of this Contract. 

14. Use.—Dealer shall not remove or permit removal of said equipment or any 
part thereof from said premises; shall maintain said equipment in good repair 
and efficient operating condition ; and shall return the same to Shell, immediately 
upon any termination of this Contract, in as good condition as when received by 
Dealer, excepting only reasonable wear and tear and damage by fire or other 
casualty not resulting from acts or omissions of Dealer or Dealer's employees 
Shell shall have the right to inspect, repair and paint said equipment, and to 
enter said premises at any time for such purposes. 

15. Charges.—Dealer shall pay all taxes, assessments, license, permit and 
inspection fees, and other governmental charges on said equipment or on Shell or 
Dealer with respect to the possession or use thereof or the business conducted in 
connection therewith. 

16. Indemnity.—Dealer shall indemnify Shell against any and all claims and 
liability for injury or death of persons or damage to property caused by or 
happening in connection with said equipment or the condition, maintenance, 
possession or use thereof. 

17. Ownership and Removal by Shell.—All of said equipment shall remain the 
personal property of Shell, notwithstanding any attachment thereof to said 
premises ; and Shell may enter said premises and remove therefrom all or any 
part of said equipment within sixty (60) days after any termination of this 
Contract. If, after any termination of this Contract, said equipment or any 
part thereof remains on said premises because Dealer or a third party has pur- 
chased the same, Dealer shall immediately remove or cause to be removed Shell's 
trade-marks, trade names and color scheme from said equipment; and if Dealer 
fails so to do, Shell may enter said premises and, at Dealer’s expense, remove 
Shell's trade-marks, trade names and color scheme from said equipment. 

In WiItNEssS WHEReoF, this Contract is executed as of the date first herein 
written. 

SHELL Orn COMPANY 


Dealer. 
CONSENT AND AGREEMENT 


The undersigned, being the owner(s) and/or mortgagee(s) of the premises on 
which is located the service station or garage operated by the party called 
“Dealer” in the foregoing Dealer Sales Contract and herein, in consideration of 
One Dollar ($1.00) and other good and valuable consideration paid to the under- 
signed by Shell Oil Company (herein called “Shell”), receipt of which is hereby 
acknowledged, hereby: consents to the installation and maintenance on said 
premises of the equipment described in or hereafter subject to said Contract ; 
acknowledges Shell’s ownership of said equipment, right to remove the same from 
said premises, and right to enter said premises for the purpose of inspecting, 
repairing, painting or removing said equipment, all as provided in said Contract : 
and waives all right of distraint or lien on said equipment for rent or any other 
indebtedness which Dealer may now or hereafter owe to the undersigned or 
any of them. 

Executed on 
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DEALER SALES AGREEMENT 


THIs ConTRACcT, dated -....-.-__ , 19__._, between SHett Orn Company, with 
pn Rae al Be Re SU cnsage tiskednatenintommmsoirgoeabeane ee oh 
iellsiadehietesshcedibcctinioesachs egelacaatoniiee Se CI I” eae 
~-------~----------~----------+------ WE Sateen hacen th ie eee as 
i Eas ee eee oS aeesaiiasienadanaiaientaemetamuammaanmi beeen ocean nay (herein 
called “Dealer’’), 

WITNESSETH : 


1. Products—Quantities.—Shell shall sell and deliver to Dealer, and Dealer 
shall purchase and receive from Shell, such quantities of “Shell” gasolines and 
“Shell” automotive lubricants as Dealer shall order from time to time during the 
continuance of this Contract, for resale at Dealer’s service station or garage 
NN iE a a in 
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Saimin edit iiaieca ll ct iaritacele ania Said products shall be of the kinds, grades, 
brands and quality being sold generally by Shell, at the time of delivery, from 
Shell’s distributing plant from which deliveries are ordinarily made to Dealer 
hereunder, for resale at service stations. 

2. Prices—Terms.—The prices shall be (a) for gasolines, Shell’s posted 
dealer prices for the respective grades and brands delivered, in effect on date and 
for place of delivery, as posted at Shell’s distributing plant from which deliveries 
are made to Dealer hereunder; and (b) for automotive lubricants, Shell’s dealer 
list prices for the respective grades, brands, packages and quantities delivered, 
in effect on date and for place of delivery, less any applicable listed discounts. 
Terms of payment shall be cash on delivery or such credit terms as may be ex- 
tended by Shell, which may be altered or revoked by Shell at any time. 

3. Deliveries—Containers.—Deliveries shall be made at Dealer’s said station 
or garage by any means of transportation and in any containers that Shell may 
select. Shell shall not be obligated to make any delivery outside of its usual 
business hours or, as to gasoline, in any quantity less than ——————— gallons. 
All containers shall be non-returnable, unless specified by Shell from time to time 
as returnable, in which case the terms on which the containers are returnable 
and the charges payable by Dealer upon failure to return the same shall be those 
established by Shell from time to time. 

4. Period.—This Contract shall be in effect for a primary period beginning 
eondiseversncteedetea ta tena II 2c 5 OR ne ii a seisicdsscs natin skins daca: OR cacaeeci x” SD 
Contract will automatically terminate at the end of the primary period unless one 
party offers to extend this Contract for a further period of one year by giving to 
the other party thirty (30) days’ prior written notice of such extension, which 
offer shall be deemed to have been accepted unless rejected in writing by notice 
to the party making the offer at least ten (10) days before the date this Contract 
will otherwise terminate. In like manner, this Contract may be extended for 
similar periods of one year each. Either Dealer or Shell may terminate this Con- 
tract at any time by giving the other at least ten (10) days’ notice. 

5. Use of Trade-Marks, Etc.—Dealer may use Shell’s trade-marks, trade names 
and color scheme to identify and advertise, at said station or garage, any products 
purchased hereunder. Dealer shall not sell, under Shell’s trade-marks, trade 
names or color scheme, any products other than those purchased hereunder, or 
any mixture or adulteration of any product purchased hereunder with any other 
product or material. If Dealer ceases to purchase products hereunder or if this 
Contract terminates for any reason, Dealer shall immediately and completely dis- 
continue the use of Shell’s trade-marks, trade names and color scheme. All signs 
and other advertising devices, heretofore or hereafter furnished by Shell to 
Dealer, shall remain the property of Shell, shall be used solely in connection with 
Dealer’s sale of products purchased hereunder, and shall be returned to Shell im- 
mediately upon demand. 

6. Claims.—Shell shall have no liability to Dealer for any defect in quality 
or shortage in quantity of products delivered hereunder, unless Dealer gives 
Shell notice of Dealer’s claim within five (5) days after delivery of the products 
in question, and Shell is given reasonable opportunity to inspect such products. 
Shell shall have no liability to Dealer for any other claim, and Dealer shall have 
no liability to Shell for any claim (except for indebiedness or relating to equip- 
ment), arising directly or indirectly out of or in connection with this Contract or 
any sales or deliveries of petroleum products by Shell to Dealer hereunder or 
otherwise, unless the claimant gives the other party notice of the claim within 
ninety (90) days after the date of the sale, delivery or other transaction or 
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Every notice of claim shall set forth fully 
the facts on which the claim is based. 

7. Tares.-—Any tax, duty, charge or fee, now or hereafter levied on the prod- 
nets sold hereunder, or on Shell, or required to be paid or collected by Shell, by 
reason of the delivery, sale cr use of said products, shall be paid by Dealer in 
addition to the prices specified herein, insofar as the same is not expressly 
included in such prices. 

8. Excuses for Nonperformance.—Shell shall be excused from performance of 
its obligations under this Contract when and to the extent that such performance 
is delayed or prevented by any cause reasonably beyond Shell’s control. If 
Shell’s supply of any product covered hereby at the place from which deliveries 
thereof are usually made hereunder is or will be insufficient at any time for 
Shell to fill all orders which normally are or would be filled from such place, then 
Shell, irrespective of the cause of such insufficiency, may discontinue deliveries 
of such product hereunder or apportion deliveries thereof among orders received 
from Dealer and from other purchasers, in such manner as Shell. in its sole 
discretion, may determine. 

9. Assignebility.—Neither this Contract nor any claim against Shell arising 
direetly or indirectly out of or in connection with this Contract shall be assign- 
able by Dealer or by operation of law, without the prior written consent of Shell. 

10. Remedies—-Waiver.—If Dealer breaches any of the provisions of this 
Contract, or if Dealer defaults in payment of any indebtedness to Shell, whether 
under this Contract or otherwise, or in event of Dealer's death: Shell shall have 
the right to suspend deliveries hereunder or to terminate this Contract by notice 
to Dealer, without prejudice to any other rights or remedies Shell may have 
hereunder or by law. Shell’s right to require strict performance of Dealer’s 
obligations hereunder shall not be affected in any way by any previous waiver, 
forbearance or course of dealing. 

11. Notices.—All notices hereunder shall be in writing, may be given to Dealer 
by personal service or to either Dealer or Shell by registered letter or telegram, 
and, in the latter instances, shall be deemed given when the letter is deposited 
in the mail or the telegram filed with the telegraph company, postage or charges 
prepaid, and addressed to the party for whom intended at such party’s address 
first herein specified, or to such other address as may be substituted therefor by 
proper notice hereunder. 

2. Entirety—Release—Evecution.—This Contract comprises the entire agree- 
ment between Shell and Dealer, and there are no agreements, understandings, 
conditions, warranties or representations, oral or written, express or implied, 
coneerning the subject matter or in consideration hereof, that are not merged 
herein or superseded hereby. All prior contracts between Shell and Dealer con- 
cerning the subject matter hereof are hereby terminated as of the beginning 
date of the period hereof. Shelli and Dealer hereby release each other from all 
claims which each now has against the other, whether or not now known to 
either, arising directly or indirectly out of or in connection with any prior con- 
tract between Shell and Dealer or any prior sales or deliveries of petroleum 
products by Shell to Dealer excepting, however, claims of Shell against Dealer 
for indebtedness or relating to equipment, and Shell and Dealer agree that 
each extension of this Contract shail constitute a separate mutual release effec- 
tive as of the date on which each such extension becomes effective to the same 
extent and with the same effect as above stated. Such release shall be in addi- 
tion to and without limitation of any rights accorded either party under Article 6 
above. Neither this Contract nor any subsequent amendment or supp!ement 
thereto shall be binding on Shell unless and until it is signed in Shell’s behalf 
by a representative duly authorized by its Board of Directors, and a copy thereof 
so signed is delivered to Dealer. 

In Wrrness WHEREOF, this Contract is executed as of the date first herein 
written. 





SHELL Or. COMPANY, 


Dealer. 
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APPENDIX VI 
(MATERIAL SUBMITTED BY THE ATLANTIC REFINING Co.) 
APPENDIX VI (a) 


STATEMENT OF Dwicut T. CoLLey, VICE PRESIDENT OF THE ATLANTIC REFINING 
Co., BEFORE THE UNITED STATES SENATE SUBCOMMITTEE ON RETAILING, DISTRI- 
BUTION, AND FAIR TRADE PRACTICES OF THE SELECT COMMITTEE ON SMALL BUSI- 
NESS, FRIDAY, DECEMBER 16, 1955 


My name is Dwight T. Colley. I am the vice president and general manager 
in charge of marketing for the Atlantic Refining Co. Except for time out to get 
shot at again in World War II, I have been engaged continuously since 1919 in 
the various phases of marketing petroleum products. I am also a director of 
the American Petroleum Institute, and chairman of the American Petroleum In- 
stitute Service Station Advisory Committee. 

Atlantic was incorporated in 1870 and, incidentally, placed in operation in 
1915 the first really modern service-station facilities in the world. However, our 
company markets gasoline in a relatively small area. This service station ter- 
ritory includes 17 States covering the Atlantic seaboard from New England to 
Florida, and extending west into a portion of Ohio and West Virginia. Al- 
though generally described as a fully integrated company, we actually produce 
only about half of the crude oil we refine, and therefore, it is the responsibility 
of our marketing department to operate on its own feet without production de- 
partment subsidy. ‘ 

I certainly appreciate the opportunity to appear before this committee, for in 
Atlantic we consider it a privilege and a duty to assist the United States Senate 
to the extent of our very limited ability to do so. 

I am sure it is already understood, but it must be made absolutely clear, that 
although I am a director of the American Petroleum Institute, I am not in- 
tending to speak on belialf of or for the industry as a whole. It would be pre- 
sumptuous to do so. I am representing one of the smaller companies, and you 
have heard or are scheduled to hear from several able large company marketers. 

It is also appreciated that this hearing gives Atlantic an opportunity to reply 
to the specific attacks made against it by 2 or 3 dealer witnesses who appeared 
at your Newark hearing. Because we appreciate the opportunity, we are filing 
with this statement categorical answers to the charges. You will find that these 
particular complaining dealers were in difficulty not because of, but despite, all 
our company cou'd do and be fair. It seems to me that there is more to be 
gained here at this time by trying to help our own and the hundreds of industry 
dealers who are involved. 

This committee has undoubtedly determined that the marketing of petroleum 
products is most complex, and subject to constant change—varying with local 
situations everywhere. It is not possible for anyone—supplier, dealer or rep- 
resentative of dealer associations—to make accurate sweeping generalizations 
about the individual marketing activities and practices of the many companies 
operating under an infinite variety of situations. 

Generalizing from the specific is always a hazardous pursuit, and it is par- 
ticularly so in the marketing business, but in spite of the difficulties, your com- 
mittee has a right to expect the experienced management of the large companies 
to have a clear picture of the problem. You have asked us to present it, and at 
the same time to make any suggestions we may have for better solutions. 

For too long a period now in New Jersey gasoline has been sold at depressed 
prices, and we ourselves as wholesale marketers, and many of our dealers in 
particular areas of the State have been hurt. 

To determine the basic causes of these price wars is reasonably simple, but 
there are many degrees of complication that confuse analysis, and to arrive at 
a sound solution is indeed difficult. 

When we investigate the basic causes of price wars, we are investigating the 
real reason for America’s growth and greatness—the opportunity that en- 
courages initiative to compete for success. 

New Jersey is in the heart of the industrial East, teeming with business and 
crowded with traffic, and so this east coast has drawn a powerful concentration 
of the greatest companies in the oil business. On this coast are the world’s 
oldest and newest refineries, and it is an ideal area to supply by giant tankers 
with both domestic and foreign crude oil. 
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What it has meant to New Jersey in the availability of countless products and 
services at very low prices is too easily overlooked. I am sure that there would 
no investigation by this committee, nor would the Governor of the State have 
been concerned, if these great benefits had been attained through terrific com 
petition that damaged only the principal petroleum suppliers. Your primary 
concern, and properly, is the damage that this competition may cause the 
individual dealer. 

The figures are readily obtainable to prove that at the moment there is more 
than sufficient refining capacity available to supply the area. I want to stress 
the point, however, that I am talking to the present situation, for it is certainly 
surprising how quickly the increasing demand for product uses up what appears 
to be oversized manufacturing capacity, and there is an amply supply of crude 
oil to run the refineries in this area. 

It is to the advantage of the people of our country that this is so. We can 
never be in a position where there is not enough to go around. The oilman learns 
to expect that the only restraint on the flow of his product is competition 

Thus, the basic causes are: An attractive market, convenient to supply, and 
with a number of strong companies with plenty of product elbowing each other 
for a piece of it. 

Now, let’s look at the immediate complications that make the competitive fire 
burn even more fiercely at the retail level : 

In my opinion, the independent retail dealer, whose plight we are investigating, 
must be considered first, for by necessity, he is immediately responsible for a 
large part of the trouble. For, in spite of the statements of the various associa- 
tions that the dealers are economic slaves operating company-owned stations 
under close control, the fact is, that the successful gasoline dealer is an able, 
independent, and very tough operator, who in preference to having payroll 
security, is willing to work long hours out of doors in all kinds of weather, in 
order to run his own little business with the opportunity to make it a bigger 
business. 

Remember, he chose to be in this business, and men like him are coming in 
every day to replace those who fail. I am old enough to remember that this 
service station business has always been a severely competitive struggle exce})t 
for the war years, and 1 or 2 thereafter. But throughout these years, the man 
men I have known personally who have built themselves profitable businesses, 
and become valuable members of their communities, have been impossible to 
coerce, difficult even to coach, and the despair of the organizers to organize. 

Gentlemen, I have always been tremendously proud that this petroleum indus 
try has provided more than any other industry in this country an opportunity 
for men with little capital, but with energy and courage, to eventually acquire 
a business of their own. It has offered an unusual opportunity at the end of 
both wars for returned veterans who really had initiative to get established on 
their own. These men often started as employees or lessee-dealers of supplying 
companies, and went on to acquire their own stations, and become more inde 
pendent than we company people can ever be. These very dealers themselves 
have been as competitive as any company—even more so, and quicker to meet 
a competitor's price. 

This then is the immediate cause—thousands of small dealers fighting for 
business growth in their particular neighborhoods, learning from bitter experi- 
ence, what we pay thousands in research for—that volume is the simplest way 
to reduce overhead and unit expense. 

And then, we sales managers aggravate the situation because our success de- 
pends upon sales, and sales depend upon customer acceptance. People accept a 
brand because of its reputation for quality, availability, and convenient dis- 
tribution of stations. 

And finally, acceptance is dependent upon good service at competitive prices, 
and we do everything possible to satisfy these requirements and urge our district 
managers and salesmen and our dealers to be competitive. 

Every company has a different cost at each location, with different expense 
factors to consider, and every dealer, depending upon the quality of his help. 
and the amount of personal energy he has to expend, has a different picture and 
a different idea of the proper reward for his effort. They know, and we know, 
that as bad as competition is, to be undersold by another good brand is even 
worse : in fact, it is the beginning of the end. 

I am not going to waste your time discussing the exact degree of the severity of 
this price situation in New Jersey as it affects the dealers, or whether the 
percentage of dealers going out of business is 30 percent or 15 percent, or whether 
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the retail casualties are out of proportion to the great gains made for America 
in both war and peace by this wonderful oil industry. However, your Com- 
mittee does owe it to itself and to the consuming public to thoroughly investi- 
gate the figures that have been so freely presented as facts. Let me assure you 
that hundreds of successful dealers, as well as the supplying elements of this 
strong, healthy petroleum industry, resent the statements that the business is 
“sick,” or on a national basis even in bad shape. 

As a matter of fact, at San Francisco at the recent annual meeting of the 
American Petroleum Institute, the service station committee, consisting of both 
dealers and suppliers, and whose primary purpose it is to provide a forum for 
the service-station segment, was very much concerned. 

As I say, at this meeting some of the dealer members felt so strongly about 
the potential damage to the prestige and reputation of our industry, brought 
about by irresponsible testimony, that they proposed the formation of a joint 
supplier-dealer study group to review the problems of the service-station seg- 
ment, and to scrutinize the testimony made under oath before the various con- 
gressional committees and subcommittees this year. The motion was passed, 
the committee has been appointed and requested to report at our midyear meet- 
ing to be held in Georgia in May. 

However, I do not make this observation to divert your interest nor to delay 
your investigation. I am sure that your committee’s approach can be of great 
help. In our company, we have already instituted a thorough investigation of 
marketing practices to be sure that we are operating morally as well as legally. 

Since you are investigating not as to whether competition exists, but rather, in- 
quiring into the degree of competition, it is surely important that you acquire the 
figures from unprejudiced sources. For example, testimony has been given under 
oath before some of these committees that 80 percent or more of the total num- 
ber of service stations in this country are owned or leased by major oil com- 
panies, and therefore, that there exists a slave-tenant system together with an 
agreed upon or understood pattern of price discrimination practiced for the pur- 
pose of disciplining the remaining 20 percent of the dealers. This, in my 
opinion, is not the case, and is as fantastic as the testimony of one witness to 
the effect that oil company executies are allies of communism. 

I can speak only for Atlantic, but in our case instead of 80 percent, we own 

or lease throughout our entire marketing area only 30 percent of the total number 
of service stations flying the Atlantic flag. 
. As far as I am concerned, however, I feel about the situation in New Jersey 
as I often did about the discussion regarding the terrific fighting in Korea— 
that it was pointless as to whether or not it was a declared war. Infantry and 
dealers alike can get just as killed in a small war as in a big one. As I remember 
it, I was just as scared in World War I as I was in World War II. 

And so, in my opinion, the dealer turnover in New Jersey is bad if it can be 
reduced at all, and still keep our industry competitive. 

What you want to determine is does it have to be jungle warfare, for, be- 
cause of our American sense of fairness, we ask, ‘‘Must it be so hard on the little 
people?” I don’t mean the weak ones. I mean the young men who may be de- 
stroyed with all their savings before they are even established. 

You ask for recommendations toward a solution. Obviously, nothing as com- 
plex as this, and as much in the public interest as this, can ever be settled out- 
side the realm of Government control except through free discussion by the 
experienced people most affected. Yet, may I be permitted to say that the laws 
regulating competition in this country make it illegal for those most involved 
to frankly discuss it—sitting in this room are industry lawyers who are probably 
deeply concerned that I, as a layman, will urge what the law forbids. 

My recommendation is that this committee, after thoroughly examining the 
situation, work to amend and clarify the existing antitrust and trade regulatory 
laws so as to permit that type of frank factual discussion within the industry 
of its marketing problems, including the establishment of rules that will give 
the retailer a better chance for survival. You realize, of course, from the State 
records that our company markets only about 5 percent of the gasoline con- 
sumed in the State of New Jersey, and therefore, that our whole action in this 
area has had to be purely defensive. 

We have had to concern ourselves with a simple straightforward marketing 
policy that could be administered fairly, and that would meet with the competitive 
moves promptly. If I may, I would like to give you the dealer pricing policy as it 
has been administered in New Jersey, and I quote from our marketing price 
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policy as it was restated on July 28, 1954, and not something that was put together 
for presentation before this committee. It will take only a minute or two: 


OBJECTIVE OF DEALER PRICING 


This company’s gasoline price policy shall have as its ultimate objective making 
Atlantic dealers competitive at the retail level, fairly, within the limitations pre- 
scribed by law, and dictated by what is practical over the long term. 


A. Implementation 


It shall be the policy to achieve the above stated objective initially by— 
(1) Establishing a tank wagon price at a level which is competitive witb 
the prices of the major competition in an operational area ; 


(2) Offering the same tank wagon price to all dealers within the given 
area ; 


and thereafter by— 


(1) Adjusting the tank wagon price to meet major competition by large 
political subdivisions. Dependent upon the situation, these political sub- 
divisions shall be boroughs, towns, cities, townships, and counties. No 
changes will be made in the tank wagon price by subdivisions of the above; 
for example, wards, shopping areas, market areas, etc. There shall be no 
retroactive pricing. Exceptions will be granted only when Atlantic reduces 
tank wagon price to meet a major competitive reduction made after the close 
of business preceding a weekend or holiday ; 

or by— 

(2) Providing the price committee with all of the pertinent facts regarding 

competitive methods of pricing that make normal handling impossible. 


B. Summary 
The essence of this policy is— 


(1) That Atiantic’s basic problem is to make certain that its dealers are 
supplied with gasoline at the same price as major competition is supplying 
its dealers. 

(2) That the success of this policy is largely dependent upon making all 
price changes by sufficiently large political subdivisions. 

(3) That the responsiveness of this policy to changes in the gasoline 
market is almost wholly dependent upon the necessity of each region knowing 
all the facts back of price changes in its marketing area and the dispatch 
with which each region makes these facts available to management. 

(4) That the future development of this policy be by plan and not by 
chance. 

Retailer cutting the price of retailer has gone on so fast that they have de- 
stroyed their own margins, and so in desperation when it became impossible for 
a dealer to survive, we have taken the responsibility for the operation of the lo- 
cation, including the establishment of the retail price, supported by direct pay- 
roll operation, or by a guaranty and commission plan. 

This program has been legal but defensive, and therefore, like all defensive 
actions indecisive. 

Finally, I think you will be interested in an experiment that we are now trying 
in our home State of Pennsylvania where, perhaps, we have sufficient acceptance 
to exercise significant influence. The market spiral in several parts of the State 
has taken the market down and down as has been described. So this summer, 
we began to take a more direct part in the retail market in the Philadelphia area, 
and have just recently expanded the experiment throughout the State, and I will 
read you here the statement of our idea as it has been published in the press: 


LET’S TALK ABOUT GASOLINE PRICES 


The Atlantic Refining Co. believes the motoring public is entitled to both expert 
service and high-quality products at Atlantic service stations. This requires a 
strong, financially healthy team of Atlantic dealers maintaining reasonable gas- 
oline retail prices. 

So in Pennsylvania, Atlantic, effective December 12, will post a suggested 
minimum retail price. This price will be posted at service stations we operate 
ourselves. The price will vary in different parts of Pennsylvania to reflect 
varying market conditions and costs. 
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Dealers who cut prices below the recommended minimum retail level can— 
Demoralize the gasoline market ; 
Cause their fellow dealers and themselves to operate at a loss; 
Cause all dealers to curtail services that insure the motorist safer opera- 
tion and lower upkeep. 

We believe that the motoring public will benefit if Atlantic dealers maintain 
the suggested minimum price. Out of his improvement in income the dealer 
will be able to retain capable employees to render a service that is associated 
with quality products. 

Gentlemen, this may not be the solution to the broad problem we have been 
discussing because there are many, many factors involved. However, I want 
to emphasize : 

First. The law will allow me to go only so far and I have gone about that far. 

Second. The suggested minimum retail price will reflect a margin calculated 
to give the competent dealer the opportunity to earn a reasonable livelihood. 

Third. We will not be competing with the little man’s money because if the 
retail price declines, we will take the tank wagon price down and still absorb 
the severest part of the economic loss involved. 


APPENDIX VI (b) 


Tue ATLANTIC REFINING Co., 
Philadelphia, Pa., February 2, 1955. 
Hon. JOHN J. SPARKMAN, 
Chairman, Sclect Committee on Small Business, 
United States Senate, Washingion, D.C. 


DEAR SENATOR SPARKMAN: In response to the committee’s request of December 
6, 1954, addressed to our president, Mr. Henderson Supplee, Jr., attached are 
answers to the questionnaire concerning the marketing operations conducted by 
our company in the State of New Jersey. 

Since the questionnaire did not indicate a cutoff date with respect to the 
uumber of locations, or the period for reporting the gasoline gallonages delivered, 
we have found it convenient from the statistical viewpoint to use November 30, 
1954, and the first 11 months of 1954. 

We also wish to mention that the answers, except for question No. 7, are 
confined to the marketing of gasoline only. 

We are glad to cooperate with you in this study and it is hoped our answers 
are sufficiently clear. 

Very truly yours, 
H. H. INGERSOLL, 
Assistant General Manager, Domestic Marketing Department. 


RESPONSE OF THE ATLANTIC REFINING Co. TO SENATE SMALL BUSINESS COMMITTEE 
QUESTIONNAIRE OF DECEMBER 6, 1954 


1. Give the number of gasoline service stations and other establishments retail- 
ing petroleum products which are regularly served by your company. Answer: 
484 stations (as of November 30, 1954). 

(a) How many of these retail outlets are operated by lessee dealers of your 
company? Answer: 67. 

(b) How many of these retail outlets are operated by employees of your 
company? Answer: None. 

(c) How many of these retail outlets are operated by commissioned agents 
of your company? Answer: 185. Atlantic is the direct retailer of gasoline at 
these locations, the former lessee dealer and nonlessee dealer acting as com- 
missioned agent. The terms of the agency for former lessee-dealers are set forth 
in the attached copy of commission agreement, designated “SJ 7-14-54, Exhibit 
F”’; for former nonlessee dealers, in the attached copy of commission agreement, 
designated ‘7—28-54-3, Exhibit G.” 

(d@) How many of these retail outlets are independently owned and operated 
by persons whose only relationship to your company is that of customer to 
supplier? Answer: 232. 

(e) How many of these retail outlets are operated on a basis other than those 
described in parts (a), (b), (c), and (d) of this question? Describe every such 
additional category, and give number of retail outlets included in each. Answer: 
None. 
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(f{) For each category enumerated above, give total gasoline gallonage de 
livered by your company. Answer: Gallonage for first 11 months of 1954——-(a), 
28,019,367 gallons; (c), 10,999,270 gallons; (d), 16,850,363 gallons. 

2. Of those retail outlets included in your answer to question 1 above 

(a) How many are served by your company-owned distributors? Answer: 
None. 

(b) How many are served by cemmissioned agents of your company’? 

Answer: None. 

(c) How many are served through independently owned and operated jobbers ? 
Answer: None. 

(d) How many are served through wholesalers falling in none of the foregoing 
eategories? Describe the different categories in which such retail outlets fall, 
and give number of outlets in each. Answer: None. 

(e) Give total gasoline gallonage delivered by your company to outlets in 
cluded in each of the categories enumerated above. Answer: None. 

3. Give the number of gasoline service stations which are leased or subleased 
by your company to dealers or independent operators. Answer: 245. Of this 
total 178 were leased to commissioned agents as of November 30, 1954. 

(a) For how many of these units is all of the realty owned by your company ’ 
Answer: 171. 

(b) For how many of these units is only the building or buildings owned by 
your company? Answer: 5. 

(c) How many of these units are leased by your company from their owners” 
Answer : 69. 

4. (a) How many of your lessee dealers are a party to more than one service 
station lease agreement with your company’ Answer: 4 

(b) How many are a party to more than five such agreements’ Answer: 
None. 

5. (a) How many of your lessee dealers pay a rental based entirely upon their 
gasoline gallonage? Answer: 1. 

(6) How many pay only a flat sum rental to your company? Answer: 5. 

(c) How many pay a rental which is determined by a combination of the 
flat-sum method and the gallonage method? Answer: 61. No rent charged to 
the 178 commissioned operators leasing stations while they are on commission 
operation. 

(d@) What other methods of determining rental are used by your company? 
Describe each method and give number of lessee dealers subject to each. 
Answer : None. 

(e) Furnish a specimen copy of each of the different dealer lease-agreement 
forms used by your company. 

Attached are the following exhibits: Exhibit A—form B-3191 for rentals 
based entirely on gasoline gallonage; exhibit B—rider for section 4 of form 
B-3191, providing for flat rental; exhibit C—rider for section 4 of form B-3191, 
providing for minimum rental plus cents per gallon override in excess of certain 
gallons; exhibit C-1—same as exhibit C but providing, in addition, for quarterly 
maximums. 

6. Describe how your company customarily determines the rental that is to 
be charged for service station locations. Answer: See attached statement of 
rent policy issued July 28, 1954, as amended, exhibit H. 

7. Does your company have a supply contract in effect with every retail outlet 
which it regularly serves with gasoline or other petroleum products? If it does 
not, give the number of outlets so excepted. Also, provide specimen copies of 
the different supply contract forms used for retail outlets. Answer: We have 
the following supply contracts: (a) B-8107A (exhibit D), covering supply of 
gasoline to dealers in category 1 (d) above and (b) B-8105 (exhibit EF), cover- 
ing supply of automotive lubricants to all retail outlets handling such products. 

8. Give the number of your company’s gasoline customers reselling at retail 
who are regularly supplied in tank-car or larger quantities. Answer: None. 

(a) How many of your gasoline customers reselling at retail are classified 
by your company as tank-car or truck-transport purchasers? Answer: None. 

(b) How many of your gasoline customers reselling at retail are classified by 
your company as tank-wagon purchasers? Answer: 299. 

(c) For those customers included in your answers to parts (a) and (b) of 
this question, what was the total gallonage delivered to each category? Answer 
to (b) : 44,869,730 gallons for the first 11 months of 1954. 

9. Give the number of service stations or other establishments retailing gaso- 
line which were operated by your lessee dealers in January of 1952. How many 
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of such units have been changed to commissioned agent-operated stations since 
that time? Answer: Lessee dealer stations as of January 1952, 192. Of the 
192 stations, for some portion of the period between January 1952 and November 
30, 1954, 157 of these stations were on commission operation for varying periods 
of time. 

10. Give the annual rate of turnover among your lessee dealers for the years 
1952, 1953, and 1954. Answer: For 1952, 31.0 percent; for 1953, 32.9 percent ; 
for 1954, 32.0 percent. 

11. Give the number of service stations served by your company which also 
handle the branded gasoline of a competitive oil company. Answer: None. 

12. Give the number of service stations selling your gasoline under private 
brand names. Answer: None. 

13. Give the number of gasoline service stations and other establishments 
retailing petroleum products which have received from your company during this 
year of 1954 each of the following benefits: 

(a) A voluntary discount from posted prices of gasoline. Answer: 456. A 
given dealer might have received a voluntary allowance on his tank-wagon 
purchases during a portion of 1954, and during a different portion of the year 
have been a commission agent. 

(6) A rebate of part of the purchase prices of gasoline. Answer: None. 

(c) A pecuniary allowance which may be applied toward the purchase of 
petroleum products. Answer: It is not clear how this question is to be inter- 
preted. While we believe the answer is “None,” in order that there may be no 
misunderstanding, we direct your attention to the fact that no rent was charged 
for 178 of our service stations operated by commissioned agents, and that, in 
addition, 110 of the commissioned agents had the benefit of clause 4A of our 
commissioned dealer agreement, SJ 7-14-54, exhibit F. 

(d) Asign rental. Answer: None. 

(e) Other compensation paid retail outlets for promotion of your company’s 
brand name. Answer: 70. Attached is copy of dealer promotion policy, exhibit I. 

14. Describe the purpose for which each category of benefits enumerated in 
question 13 was paid. Answer: (a) The purpose of the voluntary allowance 
was to enable Atlantic dealers to remain in business when competitive service 
stations were selling at prices below those at which Atlantic dealers could eco- 
nomically sell without assistance from the company; (e) this assistance is 
offered primarily to promote business for the dealer and incidentally to promote 
Atlantic’s brand name. 
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Tuis Lease, entered into as of the __________ day of _..___.___________ 

by and between THE ATLANTIC REFINING COMPANY, a Pennsylvanaia corpora- 
tion, hereinafter called “Lessor” and 
hereinafter called “LESSEE” : 

WITNESSETH : 

1. In consideration of Lesser’s payment of rental and performance of the obli- 
gations herein set forth, Lessor hereby leases to Lessee that certain parcel of 
BRING WE oo ee dll lit. cetbi alate eA ce? a , County 
Aa cade dela cpncaet andnbtiletemstied tbs s Kitsinetltlna ones SOC  Pesthemsirer de- 


Together with all buildings, improvements and appurtenances situated thereon, 
as well as all Lessor owned equipment and apparatus installed or to be installed 
thereon, all hereinafter called “leased premises”. 

2. The term of this lease shall begin on the _________- Oar. OF isa ae ee. 
Be, ee ee are areas RO 58 ie ee Twice 
subject, however, in the event such term is longer than one year, to termination 
by LESSEE at any annual anniversary date by giving at least sixty days advance 
written notice to Lessor. 

3. The sole*purpose and use of the leased premises shall be the lawful, diligent 
and businesslike operation of a first-class automotive service station retailing 
petroleum products and TBA merchandising normally handled at competitive 
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service station outlets. Recognizing that compliance with such authorized pur- 
pose and use is essential for the accomplishment of Lessor’s desire to obtain 
a fair rental consistent with the reasonable value of the service station business 
potential of the leased premises, Lessee agrees that he will use the leased premises 
only for the purpose and in the manner above designated. 

4. Lessee shall pay rental at the rate of _.._.______ QUE ecctain enti ¢) per 
gallon on each gallon of gasoline or motor fuel delivered to the leased premises 
during the continuance of this lease; previded, however; that the minitrim rent 

ench ealendar month wt 









ARIE REE MIELE A ROMER Some 2 








. te 
the time gascline op moter fuel is delivered to the leased premises and hell be 
peid net later than twelve {12} hours thereafter: thre Hettettertttes test dete pecetteet 










































5. LESSEE shall pay, when due, all charges for telephone, water, gas, electricity, 
heating, sewage disposal and cesspool cleaning resulting from LESSEE’s occupancy 
of the leased premises, as well as all privilege, license, and other governmental 
charges levied against LESSEE or against the leased premises by reason of the 
conduct of LEssEEe’s business thereon. Lessor shall pay all other taxes, assess- 
ments, and governmental charges levied or assessed upon the leased premises. 

6. Should Lessee abandon the leased premises, Lessor shall have the right to 
terminate this lease. Closing of the leased premises for business for a period of 
seventy-two (72) successive hours shall be considered as abandonment. 

7. LESSEE shall use the leased premises with due and reasonable care and shall 
maintain the same, as well as the adjacent sidewalks, in a clean, orderly, sani- 
tary and safe condition. On termination of the lease, Lessee shall deliver the 
leased premises to Lessor in the same condition in which Lessee is obligated to 
use and maintain the same hereunder, reasonable wear and tear and damage 
due to matters beyond the control of Lesser excepted. 

Because of the special need for proper care of porcelain enamel, LESSEE agrees 
that if the service station building is faced with porcelain enamel, Lesser will 
comply with such cleaning procedures and techniques applicable thereto as Lessor 
may establish from time to time. 

Without Lessor’s prior written consent, which will not be unreasonably with- 
held, Lessee shall not make any additions, alterations, or improvements to the 
: leased premises nor place, alter, remove, deface, or obliterate any signs, trade 
‘ marks or color arrangements appearing thereon. 

8. LESSEE shall make all repairs and replacements to the leased premises; pro- 
vided however, that if LEssEE gives prompt notice to Lessor of the need thereof, 
the responsibility shall then pass to’the Lessor to make such necessary repairs 
and replacements as are specified, and provided further, that if in such event the 
specified repairs and replacements are necessitated by the wilful misconduct or 
negligence of LESSEE, his agents or employees, the cost thereof shall be considered 
as additional rent payable on the last day of the calendar month next succeeding 
the month during which such cost is incurred. 

9. Should a substantial portion of the leased premises be damaged by the 
negligence or wilful misconduct of LESSEE, his agents or employees, or any cause 
beyond the reasonable control of Lessor, Lessor, without prejudice to any claim 
for damages it might have, shall have the right to terminate this lease without 
is liability; provided, however, that such termination right can only be exercised 
i during a period of not more than ten (10) days following the date Lessor ac- 

quired knowledge of such damages and the cause thereof. 

10. Lessee shall exercise and be responsible for exclusive control of the leased 
premises. 

11. Should Lessee fail to make payment of any rentals when due and fail to 
remedy such default within five (5) days thereafter, Lessor can terminate 
this lease. 

Should Lessee at any time fail to comply with any of his other obligations 
hereunder, excepting those provisions wherein Lessor is already given an express 

right to terminate the lease, and fail to remedy such default within fifteen (15) 
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days after receipt of notice from Lessor specifying the default, Lessor can 
terminate the lease. 

Whenever this lease shall terminate, Lessee hereby waives all right to any 
notice or demand to quit possession as prescribed by any statute then in force 
relating to summary process, and Lessor shall have the right to retake possession 
of the leased premises, together with products and merchandise located thereon, 
such products and merchandise to be accounted for in accordance with law and 
the respective rights of the parties at such time. 

12. If Lesser dies, the lease shall terminate automatically. If Lessee becomes 
involved in any inscivency or bankruptcy proceeding, or executes an assignment 
for the benefit of creditors, Lessor shall have the right to terminate this lease. 

13. This lease is personal, does not permit absentee operation, shall not be 
assigned by Lesser either voluntarily or by operation of law, and LESSEE shall 
not sublet the whole or any part of the leased premises. 

14. Subject to the terms and conditions of Lressor’s credit card program, out- 
lined by Lessor from time to time, Lessor will (1) accept from LESSEE assign- 
ment of accounts which result from retail credit sales made by LESSEE to holders 
of valid Atlantic credit cards or those of other companies coming under Atlantic's 
credit privilege program and (2) pay or credit LressEE the amount thereof. 
Either party may terminate this credit card arrangement by giving to the other 
not less than 48 hours’ advance written notice without termination or cancella- 
tion of any other provisions of this lease. 

15. A waiver of any breach hereunder shall not be deemed a continuing waiver, 
or a waiver of any subsequent breach whether of the same or of a different 
provision of this lease. 

16. LESSOR reserves the right to enter the premises at all reasonable times for 
the purpose of ascertaining LESSEE’s compliance with the agreements herein 
contained and for making necessary repairs and replacements. 

17. This lease is subject to the terms and conditions of any existing lease or 
contract governing Lrssor’s rights to the leased premises. LESSEE, in no event, 
shall have or claim any right of possession or occupation of said leased premises 
at variance with the terms or beyond the period of Lessor’s right thereto. 

As of the beginning of the term hereof any prior lease between the parties 
hereto affecting the leased premises shall be terminated. 

18. Any notice from one party to the other shall be in writing and shall be 
deemed to have been given if sent by registered mail addressed to Lrssor 

and to LESSEE at the leased premises. 

19. This lease contains the entire agreement between the parties and its execu- 
tion has not been induced by any representation, understanding, or agreement 
of any kind other than those herein expressed. This lease cannot be amended 
except by written instrument duly executed by both parties. 

In WITNESS WHEREOF, the parties have executed this lease as of the day and 
year first hereinabove written. 

THE ATLANTIC REFINING COMPANY, 


Witnesses: 


ExHIBIT B 
THE ATLANTIC REFINING COMPANY 


4. LESSER shall pay rental at the rate of per month payable at the 
rate of per gallon on each gallon of gasoline or motor fuel delivered 
to the leased premises during the continuance of this lease, such rental to be 
payable on a pro rata basis for any portion of a calendar month during which 
this lease is in effect. Rental shall become due at the rate hereinbefore stated 
at the time gasoline or motor fuel is delivered to the leased premises and shall 
be paid not later than twelve (12) hours thereafter. In the event the total 
of such payments does not equal such monthly rental, the balance thereof shall 
be payable on or before the last day of each calendar month. Le&ssee shall main- 
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tain on a current basis accurate records of all gasoline or motor fuel de 
livered to the leased premises, and Lessor shall have the right to audit such 
records at all reasonable times to verify rentals payable hereunder. Any 
rental paid in excess of the monthly rental due hereunder shall be repaid to 
LESSEE on or before the 20th day of the succeeding calendar month. 


Exureit C 


4. Lessee shall pay rental at the rate of Dollars ($ 

month plus the sum of cents ( ¢) per gallon on all deliveries 
of gasoline or motor fuel delivered to the leased premises in aby calendar month 
in excess of gallons, such rental to be payable on a pro rata basis 
for any portion of a calendar month during which this lease is in effect. Rental 
shall become due at the time gasoline or motor fuel is delivered to the leased 
premises at the rate of cents ( ¢) per gallon on each gallon of 
such product delivered and shall be payable not later than twelve (12) hours 
thereafter. The minimum monthly rental, when applicable, shall be payable on 
or before the last day of each calendar month. Lessee shall maintain on a 
current basis accurate records of all gasoline or motor fuel delivered to the 
leased premises, and Lessor shall have the right to audit such records at all 
reasonable times to verify rentals payable hereunder. 


ExHIsBIT C-l 


4. LESSEE shall pay rental at the rate of Dollars ($...--.._-_) per 
month plus the sum of cents ( ¢) per gallon on all deliveries 
of gasoline or motor fuel delivered to the leased premises in any calendar month 
in excess of gallons, such rental to be payable on a pro rata basis 
for any portion of a calendar month during which this lease is in effect; and 
provided further, that the maximum rental payable for each complete calendar 
quarter during which this lease remains in effect and ending on the last days 
of March, June, September, and December shall be respectively $ 

Rental shall become due at the 

time gasoline or motor fuel is delivered to the leased premises at the rate of 

cents ( ¢) per gallon on each gallon of such product de- 

livered and shall be payable not later than twelve (12) hours thereafter. The 

minimum monthly rental, when applicable, shall be payable on or before the last 

day of each calendar month. Lessee shall maintain on a current basis accurate 

records of all gasoline or motor fuel delivered to the leased premises, and Lessor 

shall have the right to audit such records at all reasonable times to verify rentals 
payable hereunder. 


(Erhibits for question 7) 


ExHIBIT D 
ATLANTIC 


THis AGREEMENT, made as of 195____, between THE 
ATLANTIC REFINING COMPANY, a Pennsylvania corporation, 
hereinafter called ATLANTIC, and 


County of 

WITNESSETH, That in consideration of the mutual promises and undertakings 
of the parties hereto, it is agreed as follows 

1. Equipment loan.—ATLANTIC, reserving the right of addition, change, substi- 
tution, and maintenance, lends to Buyer for the purpose of storage and sale of 
motor fuel purchased solely from ATLANTIC and for no other purpose, equipment 
that has been installed on which ATLANTIC may install, which shall remain per- 
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sonalty and the property of ATLANTIC, and which Buyer shall not remove, but 
shall repair and maintain, as follows: 


2. Sale and delivery.—BvuyYer shall buy from ATLANTIC and ATLANTIC shall 
deliver to Buyer for sale from said equipment gallons of motor 
fuel annually. ATLANTIC shall not be required to deliver and Buyer shall not 
be obliged to accept more than one-eighth of such annual gallonage in any 
calendar month. ATLANTIC shall deliver on Buyer’s order and Buyer shall order 
and accept not less than one-twentieth of such annual gallonage in any calendar 
month. The times, manner and quantities of deliveries shall be in accordance 
with ATLANTIC’s current practice in effect from time to time. Buyer is not and 
shall not hold himself out as the agent of ATLANTIC. Buyer shall take such 
steps as may be necessary to so inform the public, and shall conduct all business 
in such motor fuel in Buyer’s name, conspicuously displaying his name on the 
premises. 

3. Price and terms.—BUYER shall pay for all products delivered hereunder the 
price established from time to time by ATLANtTIc for buyers in the same classi- 
fication as Buyer in effect at the time and place of delivery to Buyer, together 
with all taxes which ATLANTIC may be required to pay or collect with respect to 
the manufacture, sale, delivery or use of such products. Payment shall be in 
cash at the time of delivery unless credit has been extended ; ATLANTIC, in its sole 
discretion, may modify or terminate the extension of credit terms. 

4. Delivery tolerance.—Buyer shall not be obligated to accept deliveries if 
unable to operate his business upon said premises by reason of fire, flood, war, 
civil commotion, strikes, blockade or other causes beyond his control. ATLANTIC 
shall not be responsible for any loss or damage resulting from any delay or failure 
in delivery due to fire, flood, storms, earthquakes, tidal waves, war, military 
operations, national emergency, civil commotion, strikes or other differences with 
workmen or unions, or from apy delay or failure in delivery when the supplies of 
ATLANTIC, or the facilities of production, manufacture, transportation or distribu- 
tion which otherwise would be available to ATLANTIC, are impaired by causes be- 
yond ATLANTIO’s control or by the order, requisition or request of any govern- 
mental agency or acting governmental authority, or ATLANTIC’s compliance there- 
with, or by governmental proration or regulation, or from any other delay or 
failure due to any cause beyond ATLANTIC’s control, similar or dissimilar to any 
such causes. When such cause or causes exist, ATLANTIC shall have the right in 
its sole discretion to restrict or cease deliveries hereunder. 

5. Indemnity.— Buyer shall indemnify and save harmless ATLANTIC, its suc- 
cessors and assigns, agents or employees, from any and all liability or claims for 
loss, damage or injury to any person or property, including the person or property 
of Buyer, his agents, employees and all other persons and property, resulting di- 
rectly or indirectly from any leakage, fire or explosion of any products stored or 
contained in, passing through or removed from equipment lent under this agree- 
ment, or resulting from the installation, maintenance, repair, use or condition of 
such equipment, and any attachments or appliances used, connected, installed or 
furnished therewith. 

6. Quality.—All products delivered to the premises by ATLANTIC shall be sold 
by Buyer under their respective trademarks and brands and shall not be adulter- 
ated, mixed or blended with ang other substance. ATLANTIC, at any reasonable 
time, may enter upon the premises, inspect equipment used for storing or dis- 
pensing products purchased from ATLANTIC, test and take samples of such 
products. 

7. Time.—This Agreement shall be in effect from 0... 

SS a Sl gallons of motor fuel are 
delivered to Buyer for sale from said equipment, whichever shall last occur, and 
from year to year thereafter unless cancelled as hereinafter provided. 

8. Termination and cancellation.—This agreement may be terminated by either 
party, effective at the end of the original term or of any subsequent year, by 
sixty (60) days prior written notice to the other party. At any time upon breach 
by either party the other party may cancel this agreement effective upon written 
notice to the other party. Issuance or entry against Buyer or the premises of 
any judgment, execution, distress for rent or other process, or financial embar- 
rassment or insolvency or involvement in bankruptcy of Buyer, shall constitute 
a breach of this agreement by Buyer. Any notice by ATLANTIC to BuYEr shall be 
deemed to be sufficiently given if either delivered to Buyer or mailed by registered 
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mail, postage prepaid, and addressed to BUYER at the above identified premises 
whether or not received. 

Upon termination or cancellation for any cause ATLANTIC shall have the right 
to enter upon the premises with or without legal process and remove the equip 
ment or any part thereof without liability for injury or damage. Upon cancella 
tion by ATLANTIC for any breach and exercise by ATLANTIc of its right to remove 
equipment BUYER shall pay to ATLANTIC the sum of a 
DIRS Gi cckentiasttendciv: ) aS reimbursement for the agreed upon cost of 
installation and removal of the equipment and improvements, or, at its option, 
\TLANTIC may leave the equipment in place and upon demand Buyer shall pay 
the sum of _ Dollars ($__- tennant an 
agreed upon value of the equipment and improvements and upon payment title 
thereto shall pass to BUYER. 

At its election ATLANTIC may keep the equipment in place for a reasonable 
time to negotiate for its sale or other disposition. In no event shall ATLANTIC be 
obligated to remove any underground equipment 

9. General Provisions.——-BUYER shall secure all necessary licenses and permits, 
and all renewals thereof, now or hereafter necessary in connection with the 
possession or use of the equipment or conducting business on the premises, and 
shall pay all taxes, imposts or charges imposed by any governmental authority 
incident thereto or arising therefrom. Buyerk shall promptly provide ATLANTIC 
with the written consents to this agreement of the owner and of all holders of 
liens secured by said premises, confirming ATLANTIC’s title to and right of re- 
moval of the equipment and shall, in the event of any subsequent sale of the 
premises, or subsequent attachment of lien, provide ATLANTIC with similar 
consents from such subsequent owners or lien holders. This agreement is not 
assignable, constitutes the entire understanding of the parties and may not be 
changed except by a written agreement executed by both parties. 

In WITNESS WHEREOF, the parties have executed this agreement as of the day 
first mentioned. 


Witnesses : THE ATLANTIC REFINING COMPANY, 
(SEAL) 


(SEAL) 
CONSENT AND CONFIRMATION 


Each of the undersigned as owner, part owner, mortgagee, or lien holder, for 
himself, his legal representatives, successors and assigns, in consideration of the 
installation or continuance in place of equipment covered by the foregoing agree 
ment, hereby consents thereto and agrees to be bound by the terms and conditions 
thereof with respect to installation, removal, substitution, maintenance or dis- 
position, and hereby waives all right to hold, distrain, mortgage, claim or levy 
ipon any of such equipment or any part thereof, and hereby agree to accept title 
to any underground equipment not removed by ATLANTIC upon notice by ATLANTIC 
of its intention not to remove same. 

Witness : 


(SEAL) 
(SEAL) 


ExHIBit E 
ATLANTIC 


AGREEMENT made this day of aot See 19 ; 
between THE ATLANTIC REFINING COMPANY, a Pennsylvania Corporation, here 
inafter called ATLANTIC, and 


hereinafter called BUYER. 

WITNESSETH : 

Sale.—ATANTIC agrees to sell and BuYER agrees to purchase Atlantic Automo 
tive Lubricants herein named as ordered by Buyer estimated for each successive 
12-month period at barrels, during the period between __ 

1 ek 
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ATLANTIC shall not be required, without its written consent, in any one month 
to deliver more than one-eighth (4) of the estimated 12-month purchases 
mentioned above. 

Duration.—Upon the expiration of the original term, this Agreement shall 
continue in effect from year to year, unless terminated at the end of the original 
or any subsequent term by either party giving to the other, at least thirty (30) 
days prior written notice, Except that if Buyer makes no purchases hereunder 
during twelve (12) consecutive months, this Agreement hereupon shall terminate 
without notice by either party. 

Prices.—Bvuyer shall pay for products purchased hereunder at ATLANTIC’s 
established prices therefor in effect at the time and for the place of delivery as 
shown in the “ATLANTIC Automotive Lubricants Price Schedule.” A copy of 
the current schedule effective is attached to this 
Agreement and made a part hereof. ATLANTIC reserves the right to change 
without notice at any time during the term of this Agreement the prices and 
discounts specified in the “ATLantiIc Automotive Lubricants Price Schedule.” 
Prices referred to, or provided for in this Agreement, do not apply to purchases 
by Buyer at service stations. 

Terms.—Cash, unless credit is established with ATLANTIC’s Credit Department. 
If credit is established, and during the continuance of this Agreement, in the 
opinion of ATLANTIC, the financial responsibility of BUYER becomes impaired or 
unsatisfactory to ATLANTIC, deliveries may be suspended until arrangements are 
made for security satisfactory to ATLANTIC or for the payment of cash on delivery 
and until any money owing to ATLANTIC hereunder is paid. All payments under 
this contract are to be made at par. 

Force majeure.—BvuYER shall not be obligated to accept deliveries if unable 
to operate his business by reason of fire, flood, war, civil commotion, strikes, 
blockade or other causes beyond his control. ATLANTIC shall not be responsible 
for any loss or damage resulting from any delay or failure in delivery of any 
product due to fire, flood, storms, earthquakes, tidal waves, war, military opera- 
tions, national emergency, civil commotion, strikes, or other differences with 
workmen or unions, or from any delay or failure in delivery when the supplies 
of ATLANTIC, or the facilities of production, manufacture, transportion or dis- 
tribution which otherwise would be available to ATLANTIC, are impaired by causes 
beyond ATLANTICc’s control or by the order, requisition, request or recommenda- 
tion of any governmental agency or acting governmental authority, or ATLANTIC’s 
compliance therewith, or by governmental proration, regulation or priority, or 
from any other delay or failure due to any cause beyond ATLANTIC’s control, 
similar or dissimilar to any such causes. When such cause or causes exist, 
ATLANTIC shall have the right in its sole discretion to restrict or cease deliveries 
hereunder. 

Assignment.—This Agreement shall not be assigned or transferred by Buyer, 
in whole or in part, without the written consent of ATLANTIC. 

General.—This Agreement constitutes the full understanding between the 
parties hereto with reference to the subject matter hereof. Neither party shall 
claim any amendment, modification, extension or release from any provision 
hereof by mutual agreement, acknowledgment, acceptance of purchase-order 
forms, or otherwise, unless the same is in writing, signed by the other party, 
and specifically stating it is an amendment or extension of this Agreement. 

Failure of ATLANTIC to deliver in the packages ordered shall not be considered 
a breach of this Agreement. 

ATLANTIC shall not be responsible under any circumstances for any con- 
sequential damages or injuries. 

All products when shipped shall be uniform in quality and up to ATLANTIC’s 
standards. 

This Agreement cancels and supersedes as of the beginning of the 12-month 
period set forth above, all former ATLANTIC Automotive Lubricant Agreements 
now in effect between the parties. 

InN WITNESS WHEREOF the parties have executed this Agreement as of the day 
and year aforesaid. 
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4A. During the continuance of this Commission Agreement, Atlantic shall 
reimburse Dealer for fifty percent (50%) of Dealer’s expenditures covering 
charges for water, gas and electricity consumed or used by Dealer at said service 
station and fifty percent (50%) of the expense of heating same and of sewage 
Atlantic shall also reimburse Dealer for expenditures cover- 
ing any municipal licenses or charges based on the number of gasoline dispensing 
pumps or on the storage of gasoline at said service station. 

5. Atlantic shall have the right to enter upon the premises at the above location 
at any time for the purpose of determining the number of gallons of gasoline 
consigned hereunder then on hand. 

6. Title to gasoline delivered from time to time to Dealer to replenish or 
augment the original Consignment Inventory shall not pass to Dealer, but it shall 
be considered as though said gasoline had been part of the original Consignment 


disposal therefrom. 


Inventory. 


to above. 
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Tuis AGREEMENT made this 
between THE ATLANTIC REFINING COMPANY, a Pennslyvania corporation, herein 
called Atlantic and 


herein called Dealer. 

WITNESSETH : 

Dealer is a lessee from Atlantic of the above described Service Station under 
a lease on Atlantic’s B-3191 form. Atlantic desires to assist Dealer to operate 
competitively under the price conditions prevailing in Dealer's marketing area. 
Accordingly, in consideration of the obligations of the parties hereto it is mutually 
agreed that Atlantic will temporarily furnish gasoline to Dealer on consign- 
ment, under the following conditions: 

1. Subject to prior Credit Department approval, Atlantic shall furnish on 
consignment to Dealer in tanks at service station located at 


gallons of gasoline (hereinafter referred to as Consignment Inven- 
tory), for sale by Dealer. 

2. From time to time thereafter Atlantic shall deliver to Dealer into the tanks 
at said service station a number of gallons of gasoline (hereinafter called Re- 
plenishment Delivery) which when added to the quantity in the tanks shall equal 
said Consignment Inventory. At the time of each Replenishment Delivery, 
Dealer shall settle in cash with Atlantic for the number of gallons equal to 
such Replenishment Delivery on the basis of the posted service station price, 
established by Atlantic under Paragraph 4 hereof, at which the gasoline being 
replenished has been sold, less a commission equal to the Replenishment Delivery 
multipled by 2.5¢ for Atlantic Gasoline and 3.0¢ for Atlantic Premium Gasoline. 

3. If, in any calendar month, the total commission received by Dealer under 
the provisions of Paragraph 2, is less than ~_-_----_----_- dollars, Atlantic, by 
the twentieth day of the following month, shall pay to Dealer the amount of such 
If this Agreement is in effect for a portion of any calendar month, 
Sort iat avnamanaeaceseschin es dollars shall be adjusted ratably for such 
month to reflect the number of days that this Agreement shall have been in 
effect during such month. 

4. Atlantic shall establish the service station price which Dealer shall post 
and at which Dealer shall sell the gasoline consigned by Atlantic to Dealer 


7. This Agreement may be terminated by either party upon giving 
Lib abotaaiel notice to the other party. Any notice from one party to 
the other shall be in writing and shall be deemed to have been given if sent by 
registered mail addressed to Atlantic at 260 South Broad Street, Philadelphia, 
Pa., and to Dealer at the leased premises, subject to the right of either party tv 
designate in writing a new address to which notices may be sent. 

8. Notwithstanding the provisions of Paragraph 7 hereof, this Agreement shill! 
terminate concurrently with the termination of the service station lease referred 
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9. Upon termination of this Agreement, Dealer shall account to Atlantic for 
the consigned gasoline as follows: 

(a) Gasoline on hand shall be returned to Atlantic; or Dealer, at Dealer's 
option, shall purchase such gasoline at Atlantic’s prevailing Dealer Tank 
Wagon price applicable at that location on date of termination. 

(b) The difference between Dealer’s “Consignment Inventory” and the 
quantity of gasoline on hand on date of termination shall be settled for as 
provided in Paragraph 2 hereof. 

10. When you have signed this agreement in the space provided below for your 
signature and returned one executed copy to us, this agreement shall become 
effective and shall cancel automatically all other outstanding Commission 
Agreements between us. 

ExXeEcuten as of the day and year first above written. 


THE ATLANTIC REFINING COMPANY 


ExnHIsiIt G 
THE ATLANTIC REFINING COMPANY 
COMMISSION DEALER AGREEMENT 


Tuts AGREEMENT made this day of 
between THE ATLANTIC REFINING COMPANY, a Pennsylvania corporation, 
herein called Atlantic and 
of 
herein called Dealer. 

WITNESSETH : 

Atlantic desires to assist Dealer to operate competitively under the price con- 
ditions prevailing in Dealer’s marketing area. Accordingly, in consideration of 
the obligations of the parties hereto it is mutually agreed that Atlantic will 
temporarily furnish gasoline to Dealer on consignment, under the following 
conditions: 

1. Subject to prior Credit Department approval, Atlantic shall furnish on con- 
signment to Dealer in tanks at service station located at 


gallons of gasoline (hereinafter referred to as Consign- 
ment Inventory), for sale by Dealer. 

2. From time to time thereafter Atlantic shall deliver to Dealer into the tanks 
at said service station a number of gallons of gasoline (hereinafter called Re- 
plenishment Delivery) which when added to the quantity in the tanks shall equal 
said Consignment Inventory. At the time of each Replenishment Delivery, 
Dealer shall settle in cash with Atlantic for the number of gallons equal to such 
Replenishment Delivery on the basis of the posted service station price, estab- 
lished by Atlantic under Paragraph 3 hereof, at which the gasoline being re- 
plenished has been sold, less a commission equal to the Replenishment Delivery 
multiplied by 3.0¢ for Atlantic Gasoline and 3.5¢ for Atlantic Premium Gasoline. 

3. Atlantic shall establish the service station price which Dealer shall post 
and at which Dealer shall sell the gasoline consigned by Atlantic to Dealer here- 
under. 

4. Atlantic shall have the right to enter upon the premises at the above location 
at any time for the purpose of determining the number of gallons of gasoline 
consigned hereunder then on hand.. 

5. Title to gasoline delivered from time to time to Dealer to replenish or 
augment the original Consignment Inventory shall not pass to Dealer, but it shall 
be considered as though said gasoline had been part of the original Consignment 
Inventory. 

6. This Agreement may be terminated by either party upon giving twenty-four 
hours notice to the other party. Any notice from one party to the other shall be 
in writing and shall be deemed to have been given if sent by registered mail 
addressed to Atlantic at 260 South Broad Street, Philadelphia, Pa., and to Dealer 
at his above described location, subject to the right of either party to designate 
in writing a new address to which notices may be sent. 
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7. Notwithstanding the provisions of Paragraph 6 hereof, this Agreement 
shall terminate concurrently with the termination of that certain Agreement be- 
tween the parties hereto covering the sale of Atlantic products. 

8. Upon termination of this Agreement, Dealer shall account to Atlantic for 
the consigned gasoline as follows: 

(a) Gasoline on hand shall be purchased by Dealer at Atlantic’s prevailing 
Dealer Tank Wagon price applicable at that location on date of termination. 

(b) The difference between Dealer’s “Consignment Inventory” and the quan- 
tity of gasoline on hand on date of termination shall be settled for as provided in 
Paragraph 2 hereof. 

9. This agreement shall become effective upon execution by both parties and 
shall cancel automatically all other outstanding Commission Agreements be- 
tween us. 

ExecuTep as of the day and year first above written. 


Tue ATLANTIC REFINING COMPANY 


DEALER 


Exutisir H 
THE ATLANTIC REFINING COMPANY 


CLASS II RENTAL POLICY 
SEPTEMBER 1, 1054. 
Messrs. J. O. Estiow. 
E. D. Walter. 
T. J. Breslin. 
E. B. Rose. 


P. T. Lomenzo. 


A. R. Sanborn. 
G. E. Eshbach. 
Leslie Geer. 
George Spohn. 
George Arnholt. 
E. McConaghy. 
George Kramer. 
Fred Romer. 
W. L. Smith. 

We attach booklet establishing the new Rental Policy which has been adopted 
on a Company-wide basis, and also instructions as to its administration within 
the Philadelphia and New Jersey Region. There are several extremely important 
changes over our previous policy and we urge you to study its contents and keep 
it as a reference at all times in the preparation of Lease Requests. 

Effective immediately, the charge for Shelving where it is owned by the 
Company will be included in the Rent Formula as calculated and there will be 
no further need to calculate Shelving separately, as we have done in the past. 
This will also eliminate the need for the extra tenth of a cent over-collection in 
connection with Shelving. 

This new policy will apply on future leases but will not be retroactive. This 
means that any lease now written with Shelving added in the over-collection 
and rent will continue until its expiration date, or until a change of dealer. 

An additional tenth of a cent to cover extra items such as parking lots, third 
bays, ete., shall be continued. 

E. B. Rosr. 

P. S.—If you have not returned the original book on Rental Policy, will you 
please do so upon receipt of this new one. 

E. B. R. 


Criass II RENTAL POLicy 


On account of the large investment in service station properties, a sound rental 
policy is necessary. 

A sound rental policy must have three features: 

1. A minimum rent which assures interest on cost and value. 
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2. A gallonage factor based on volume of business and gallonage sold which 
will reflect normal increase in potential and Atlantic’s improved acceptance 
created by advertising and promotion. 

8. A maximum rent which will be a stimulus to improving volume of product 
sales. 

A matter as important as rents and gallonage volume should be administered 
by responsible Management personnel who do not sway from the overall ob- 
jective generally, but who do recognize exceptions which are commendable and 
treat those exceptions with care and a balance of judgment. 


POLICY 


A. Basic policy 
Formula minimum rentals 

The formula for establishing minimum dollar rent shall not be lower than 
the following: 

1. Owned locations.—Cost of land X 34% per year, plus cost of building, 
driveway and improvements (excluding pump and tank equipment cost and 
installation) < 5% per year, plus maintenance ($360 per year), plus taxes. 

2. Leased locations (3 party).—Rent we pay, plus maintenance ($360 per 
year), where applicable, plus taxes, where applicable. 

3. Leased locations (2 party).—Rent we pay plus maintenance where - 
applicable. 

4. The formula minimum rental adjustments may be made on a quarterly 
basis and adjusted for seasonal curves. 


Gallonage rates (excepting 2 party leases) 
The per gallon rental rate shall be not less than— 
1. 144¢ per gallon for service station with 2 bays 


2. 1144¢ per gallon for service station with 1 bay 
3. 1¢ per gallon for service station with no bays 


Formula maximum rentals (excepting 2 party leases) 


1. Maximum rentals may be established on a quarterly basis in accordance 
with the seasonal curve in the district or town or, if advisable, on an equal 


quarterly basis. 
2. Maximum rentals as established shall remain unchanged for a period of 
three years unless there is a dealer change. 
3. Formula Maximum rentals are only to be set after one year’s operating 
experience on new stations. 
4. Maximum dollar rentals as set shall meet the following standards: 
(a) Never less than 15% above the EYG* gallons X the applicable rate 
per gallon. 
(b) Never less than 15% above the formula minimum rental. 
(c) Never less than the applicable rate per gallon x the number of gallons 
of the previous year plus a percentage of increase bracketed as follows: 


Up to 300,000 gallons 
300,000 to 500,000 gallons 
Over 500,000 gallons 


Where, in the judgment of the Regional Manager, this portion of the policy is 
clearly not applicable in any individual case, exceptions can be made and reported 
by the Regional Manager. 


Special facilities (excepting 2 party leases) 


1. Where a station has more than 2 bays, additional rental shall be charged 
either by increasing the rate per gallon above the 14%4¢ above mentioned or by a 
flat charge superimposed above and in addition to the effective rate per gallon. 

2. Where a property contains extra non-service station facilities such as lunch 
counters, restaurants, garages, parking lots, residences, used car lots, etc., an 
additional charge shall be superimposed above and in addition to the effective 
rate per gallon. In determining the amount of this extra charge, the Real Estate 
Department representative shall be consulted for an opinion as to fair rental 
value. 


*Means estimated yearly gallonage. 
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B. Exceptions (excepting 2 party leases) 


1. Operating change.—Where the formula minimum rental! as established above 
has proven by actual operating experience to be uncollectible, an abatement may 
be granted provided such abatement is subject to cancellation or withdrawal on 
30 days’ notice. The adjusted rental as a result of such abatement shall not be 
less than the applicable rate per gallon. This will also cover periods of partially 
or entirely closed streets, reconstructions, or other circumstances which lead to 
the impairment of use. 

2. Real estate value change.—In those cases where the formula minimum 
rental as established is obviously unrealistic, the General Advisory Rent Com- 
mittee will secure the pertinent facts, including the securing of a fair market 
value appraisal, and recommend an adjusted minimum to the Assistant General 
Manager. This adjusted minimum, if approved, will be in lieu of the formula 
minimum in all respects. 

3. Formula minimum rental may be abated in new stations during the first 
year of operation, but any abatement arrangement shall be subject to withdrawal 
on 30 days’ notice. 


ADMINISTRATION 


A. General.—General responsibility for the formulation of rental policy is 
vested in the Assistant General Manager of Domestic Marketing, who shall be 
assisted by a General Advisory Rent Committee. The duties of such Committee 
are summarized as: 

1. To consider suggestions for changes and to formulate a recommendation 
on changes of policy. 

2. To review and to counsel with the Regional Supervisory Rent Committee, 
as it deems necessary, on the establishment of rental on those facilities entitled 
“Special Facilities.” 

3. To secure for the Assistant General Manager of Domestic Marketing such 
reports as may be considered necessary to measure adherence to policy. 

B. Regional—The administration of the rental policy in the Region is the 
direct and primary responsibility of the Regional Manager, who shall maintain 
an active interest in the administration in all its phases. 

He shall be assisted by a Regional Advisory Rent Committee consisting of the 
Dealer Location Coordinator and other members as the Regional Manager shall 
appoint, one of whom shall act as Administrative Secretary. In selecting these 
members, consideration shall be given to appointing persons who by knowledge, 
ability, experience and interest can best contribute to the functions of the Com- 
mittee. 

The duties of the Regional Advisory Rent Committee are summarized as: 

1. To administer the setting and collection of minimum rents, gallonage 
rates and maximum rents in accordance with this policy. 

2. To analyze and recommend to the Regional Manager the action to be taken 
on all requests by District Managers for rent deviations from this policy in 
such form and with such accompanying information as will permit the Regional 
Manager to judge the merit of the recommendation. 

3. To analyze, to recommend to the Regional Manager, and to administer ac- 
cordingly a rental basis for all units which are abnormal developments; i. e., 
restaurant or lunchroom combinations, living quarter accommodations, truck 
stops, bunk houses, stores, adjacent parking lot facilities, ete. 

4. To see that there is maintained a record of all Class ITI outlets as to the 
established formula minimum rent, effective rate per gallon, and maximum rental, 
and to maintain a ready identifiable record of all cases of exceptions and abate- 
ments from the basic rental policy on a District basis. 

C. Where, in the judgment of the Regional Manager, this policy is not clearly 
applicable in any individual case, exceptions can be made and reported by the 
Regional Manager to the Assistant General Manager. 


DOMESTIC MARKETING DEPARTMENT, 
July 28, 1954. 
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Crass II Rentart Poricy 


October 14, 1954 

Messrs. J. O. Estlow. 

E. D. Walter. 

T. J. Breslin. 

BE. B. Rose. 

A. R. Sanborn. 

G. E. Eshbach. 

Leslie Geer. 

George Spohn. 

G. A. Arnholt. 

E. MceConaghy. 

G. E. Kramer. 

P. S. Quick. 

F. H. Nielsen. 

Fred Romer. 

Charles Johnson. 

W.L. Smith, G. C. I. 


Under date of September 1, 1954, a booklet was forwarded to you establishing 
a new Rental Policy. 

We have made an addition to the first page of this booklet, and are enclosing 
a copy of the corrected sheet. In the second paragraph, we have added the rate 
per gallon to be charged for a one-bay station. 

We ask that you make certain that the original sheet is destroyed and the new 
sheet inserted in your booklet. 

E. B. Rose. 
PHILADELPHIA AND NEW JERSEY REGION 


CLASS IIL RENTAL POLICY 


The information contained in this booklet is prepared for your guidance in 
connection with the handling of rent calculations and recommendations for 
our Region. 

Incorporated is the over-all policy now in effect throughout the Company, 
and it is our intention to adhere to this policy. However, under Company policy 
caption “GALLONAGE Rares (Excepting 2 Party Leases) Item 3’—we will con- 
tinue to charge 1.1¢ per gallon for stations with no bays and 1.4¢ per gallon for 
one-bay stations, whereas the policy reads that the per gallon rental rate shall 
be not less than 1¢ and not less than 114¢ respectively. 

Special care should be exercised by all Atlantic employees when discussing 
rents with Dealers, to make sure that the Dealer realizes that he is renting a 
facility through which he sells merchandise and services—not just gasoline. 
The rate per gallon is a “convenience” method of collecting the rent and does 
not establish a value. 


I. Committee 


Regional Manager, Chairman 
Sales Group Manager 
Dealer Location Coordinator 

A. Administer entire program. 

B. Review Lease Requests between the 15th and 25th of the month, one month 
prior to expiration of present lease. 

C. Approve all leases and maximum rentals. 

IT. Lease requests 

To be prepared in District Offices; signed by Sales Supervisor or alternate, 
and by District Manager personally. 

A. Lease Request, Form B-487 (sample attached) to be filled out completely 
and to include District's recommendations covering minimum and maximum 
figures. 

B. Lease Requests to be prepared and forwarded to the Dealer Location 
Coordinator prior to the 10th of the month in which requests are to be reviewed. 

C. New leases to be written for terms permitting expiration at end of quarterly 
period, namely : 

March 31 
June 30 
September 30 
December 31 
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D. If Lease Request covers ARCO cost, Form B-—487 white sheet should. be 
used ; if less than ARCO cost, pink sheet should be used. 

E. Any Lease Request that does not conform to Company policy regarding 
rent should also be made on a pink form, even though such cuses do cover Com 
pany cost. 


III. General 


A. Quarters for all Districts will begin: January, April, July, October. 
B. Gallonage figures are to be computed to the nearest thousand. Example 


110,900=111,000 
or 
110,400=110,000 

©. Maxima will not be pro-rated on less than quarters. 

Db. Where reconstruction or modernization is anticipated, the lease term will 
be to the end of the nearest quarter of anticipated completion. Such request also 
shall inelude the proper construction clause. 

E. The present Form B-487 shows “E. Y. C. average when built.” This figure 
should be used at all times and is the item referred to in the RENTAL PoLicy on 
page 2, under Formula Maximum Rentals, item 4 (@). 

Current E. Y. G. column should represent the actual expected gallonage during 
succeeding year from the time the Request is made up. The blank space is for 
the use of Gallons Selected, and the Dollars per Quarter will be inserted in the 
margin. 

The Dollars will be determined by multiplying the gallons selected times the 
applicable rent per gallon, plus extra facilities such as Parking Lot, Third 
Bay, ete. 





ExnHrsir I 
THE ATLANTIC REFINING COMPANY 


POLICY 
Dealer promotion 

Atlantic will reimburse a dealer for one-half of the dealer’s cost of any two of 
the following used during a specialized dealer promotion ; radio spots, newspaper 
ads, direct mail and handbills. The Sales Promotion Coordinator is to select the 
two which are to be supported by Atlantic. 

All promotions must have an organized follow-up or Atlantic will not support 
them. 

Direct mail includes postage, provided a Vust Office receipt is submitted. 

if a handbill is sent by mail, it is direct mail. 

Handbills should not include cost of special personne! to cireulate them. 

Postage for delivery of handbills from the printer to the station can be in- 
cluded in the amount submitted for refund. 

Atlantic will also reimburse a dealer for one-half of the dealer's cost of a 
single issue only of follow-up handbills provided these handbills are handed out 
to customers in the driveway during the specialized promotion. 

Atlantic will pay one-half the dealer’s net cost of ads used in connection with 
specialized promctions, provided the copy refers in part to Atlantic products 
if a third party pays any portion of such ads, Atlantic’s share will still be one- 
half of the amount after deducting the third party’s portion. 

Atlantie will not contribute to special sales where TAB is used as the leader 

Atlantic’s contribution of 50% will be made only for advertising in newspapers 
that have paid circulation. 

Metropolitan newspapers are not to be used for dealer advertising. 

All advertising media must be cleared with the Sales Promotion Coordinator, 
and if the Sales Promotion Coordinator has any doubt concerning the ad, he will 
check it with the office before agreeing to the 50% payment. 

If a point-of-purchase sign is designed and prepared by Atlantic, and if this 
sign is to be used at a number of different stations, Atlantic will consider paying 
for the sign. 

Invoices for advertising media must be submitted with the promotion report, 
together with samples of the material. 

Cempany remittances will be made to the dealer. Orders to printers, news- 
papers, radio stations, etc., must be placed in the dealer’s name, not Atlantic’s. 
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Any expenditure exceeding $75 for advertising should be referred to Sales 
Promotion for approval. 

When dealer spends over $100 for advertising in any one year, the Sales Pro- 
motion Coordinator will be asked to check gross sales against advertising ex- 
penditures. Atlantic’s share in the dealer’s advertising will be limited to 15% 
of the dealer’s gross sales. 

Specialized dealer promotions and Tire Company promotions can be run 
concurrently. 

Company support for group promotions or “continuity give-away” programs 
which could induce price disturbances is to be avoided. 

Trading stamp promotions will not receive Company support. 


It is not Atlantic policy to extend promotion advertising support to distributors 
or dealers of distributors. 





APPENDIX VI (c) 


SUPPLEMENTAL RESPONSE OF THE ATLANTIC REFINING Co., TO SENATE SMALL 
BUSINESS COMMITTEE QUESTIONNAIRE OF DECEMBER 6, 1954 


Prepared: 12/12/55 As of: 10/31/55 


1. Give the number of gasoline service stations and other establishments re- 
tailing petroleum products which are reguli}tly served by your company. 
Answer : 482. , 

(a) How many of these retail outlets are operated by lessee dealers of your 
company? Answer: 170. Excludes commission operation and temporary class 
I; includes dealer assistance program dealers. 

(b) How many of these retail outlets are operated by employees of your 
company Answer: 6. 

(c) How many of these retail outlets are operated by commissioned agents of 
your company? Answer: 79. (Atlantic is the direct retailer of gasoline at these 
locations, the former lessee dealer and nonlessee dealer acting as commissioned 
agent. The terms of the agency for former lessee-dealers are set forth in the 
attached copy of commission agreement, designed “SJ 7-14-54,” exhibit F; 
for former nonlessee dealers, in the attached copy of commission agreements, 
designated “7—28-54-3,” exhibit G.) 

(d) How many of these retail outlets are independently owned and operated 
by persons whose only relationship to your company is that of customer to sup- 
plier? Answer : 227. 

(e) How many of these retail outlets are operated on a basis other than 
those described in parts (a), (b), (c), and (d) of this question? Describe every 
such additional category, and give number of retail outlets included in each. 
Answer: Included in the 170 listed under 1 (@) of this question were 7 retail 
outlets which were on a modified lessee dealer arrangement referred to as a 
dealer assistance program. 

(f) For each category enumerated above, give total gasoline gallonage de- 
livered by your company. Answer: (@) 28,566,555 gallons; (6) 186,589 gallons; 
(c) 12,533,549 gallons; (d) 16,531,072 gallons; (e) 222,275 gallons (included in 
(a) above). 

2. Of those retail outlets included in your answer to question 1 above— 

(a) How many are served by your company-owned distributors? Answer: 
None. 


(b) How many are served by commissioned agents of your company? Answer: 
None. 


(c) How many are served through independently owned and operated jobbers? 
Answer : None. 

(d) How many are served through wholesalers falling in none of the fore- 
going categories? Describe the different categories in which such retail outlets 
fall, and give number of outletsin each. Answer: None. 

(e) Give total gasoline gallonage delivered by your company to outlets in- 
cluded in each of the categories enumerated above. Answer: None. 

3. Give the number of gasoline service stations which are leased or subleased 
by your company to dealers or independent operators. Answer: 249. Excludes 
6 temporary company operation. 


(a) For how many of these units is all of the realty owned by your company? 
Answer: 179. 
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(b) For how many of these units is only the building or buildings owned by 
your company? Answer: 6. 


(c) How many of these units are leased by your company from their owners? 
Answer : 70. 

4. (a) How many of your lessee dealers are a party to more than one service 
station lease agreement with your company? Answer: 4. 

(bo) How many are a party to more than five such agreements? Answer: 
None. 

5. (@) How many of your lessee dealers pay a rental based entirely upon 
their gasoline gallonage? Answer: None. 

(b) How many pay only a flat-sum rental to your company? Answer: 6. 

(c) How many pay a rental which is determined by a combination of the 
flat-sum method and the gallonage method? Answer: 164. 

(d) What other methods of determining rental are used by your company? 
Describe each method and give number of lessee dealers subject to each. Answer: 
A modified dealer-lessee arrangement. This is, in effect, a combination of the 
flat-sum method and the gallonage method employing a gallonage bracket scale 
of rents. Specimen form attached. (Dealer assistance program reports and 
forms. ) 

(e) Furnish a specimen copy of each of the different dealer-lease agreement 
forms used by your company. Answer: Attached are the following exhibits: 

Exhibit A—Form B-3191 for rentals based entirely on gasoline gallonage. 

(See p. 544.) 

Exhibit B—Rider for section 4 of form B-—3191 providing for flat rental. 
(See p. 546.) 

Exhibit C—Rider for section 4 of form B-3191 providing for minimum 
rental plus cents per gallon override in excess of certain gallons. (See 
p. 547.) 

Exhibit C-1—Same as exhibit C but providing, in addition, for quarterly 
maximums. (See p. 547.) 

6. Describe how your company customarily determines the rental that is to 
be charged for service station locations. Answer: See attached rent policy 
issued July 28, 1954, and clarifications of August 31, 1954, and October 13, 1954 
(exhibit H). (See p. 553.) 

7. Does your company have a supply contract in effect with every retail outlet 
which it regularly serves with gasoline or other petroleum products? If it does 
not, give the number of outlets so excepted. Also, provide specimen copies of 
the different supply contract forms used for retail outlets. Answer: We have 
the following supply contracts: 

(a) B-3107A (exhibit D) (see p. 547), covering supply of gasoline to 
dealers in category 1 (d) above; and 

(b) B-3105 (exhibit E), covering supply of automotive lubricants to all 
retail outlets handling such products. (See p. 549.) 

8. Give the number of your company’s gasoline customers reselling at retail 
who are regularly supplied in tank-car or larger quantities. Answer: None. 

(a) How many of your gasoline customers reselling at retail are classified by 
your company as tank-car or truck-transport purchasers? Answer: None. 

(b) How many of your gasoline customers reselling at retail are classified by 
your company as tank-wagon purchasers? Answer: 403. 

(c) For those customers included in your answers to parts (a) and (b) of this 
question, what was the total gallonage delivered to each category? Answer: 
45,016,691. 

9. Give the number of service stations or other establishments retailing gasoline 
which were operated by your lessee dealers in January of 1952. How many of 
such units have been changed to commissioned agent-operated stations since that 
time? Answer: Lessee dealer stations as of January 1952: 192. Of the above 
192 stations, for some portion of the period between January 1952 and October 
81, 1955, 157 of these stations were on commission at varying periods of time. 

10. Give the annual rate of turnover among your lessee dealers for the years 
1952. 1953. and 1954. Answer: 1952, 31.0 percent; 1953, 32.9 percent; 1954, 32.0 
percent ; 10 months 1955, 25.0 percent. 

11. Give the number of service stations served by your company which also 
handle the branded gasoline of a competitive oil company. Answer: None. 

12. Give the number of service stations selling your gasoline under private 
brand names. Answer: None. 
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13. Give the number of gasoline service stations and other establishments re- 
tailing petroleum products which have received from your company during this 
year of 1954 each of the following benefits: 

(a) Voiuntary discount from posted prices of gasoline. Answer: 461. 

(b) A rebate of part of the purchase prices of gasoline. Answer: None. 

(c) A pecuniary allowance which may be applied towards the purchase of 
petroleum products. Answer: It is not clear how this question is to be in- 
terpreted. While we believe the answer is “None,” in order that there may be no 
misunderstanding, we direct your attention to the fact, that no rent was charged 
for 79 of our service stations operated by commissioned agents, and that, in addi- 
tion, 10 of the commissioned agents had the benefit of clause 4A of our commis- 
sioned dealer agreement. “SJ 7-14-54,” exhibit F. (See p. 551.) 

(d) Asign rental. Answer: None. 

(e) Other compensation paid retail outlets for promotion of your company’s 
brand name. Answer: 209. Attached is a copy of dealer promotion policy, ex- 
hibit I. (See p. 557.) 

14. Describe the purpose for which each category of benefits enumerated in 
question 13 was paid. Answer: (a) The purpose of the voluntary allowance was 
to enable Atlantic dealers to remain in business when competitive service sta- 
tions were selling at prices below those at which Atlantic dealers could eco- 
nomically sell without assistance from the company. (e) This assistance is 
offered primarily to promote business for the dealer and incidentally to promote 
Atlantic’s brand name, 


APPENDIX VI (4) 


WritTTEN STATEMENT SUBMITTED BY THE ATLANTIC REFINING Co. TO THE Sus- 
COMMITTEE ON RETAILING, DISTRIBUTION AND Farr TRADE PRACTICES OF THE 
SENATE SELECT COMMITTEE ON SMALL BUSINESS, REGARDING MARIE HOFFMAN, 
32 SHERMAN AVENUE, JERSEY CiTy, N. J. 


Mrs. Hoffman appeared as a witness before the subcommittee in Newark on 
October 20, 1955. Her testimony is general in nature, referring mostly to the 
industry as such, with a few specific comments concerning the Atlantic Refining 
Co. 

In order that the general background of the situation may be understood, it 
should be pointed out that Mr. Hoffman leased the station involved (1502 Ton- 
nelle Ave., North Bergen, N. J.), from the Atlantic Refining Co. on September 
9, 1953, and the lease was terminated on November 15, 1954, so that her ex- 
periences with the Atlantic Refining Co. ended almost a year before she testified. 

Mr. Hoffman’s father had been a dealer for many years, supplied by another 
major company. He owned his own station, and in addition to selling gasoline, 
earried on an automobile repair business. This was brought out by Mrs. Hoff- 
man on page 91 of the transcript. Soon after Mr. Hoffman began operation of 
the station, he started a repair business himself, with the result that the sale 
of gasoline, customary service station merchandise, and the rendering of normal 
service to customers was more or less a sideline with him. The Atlantic Refining 
Co. policy is that service stations shall be conducted as first class automotive 
service stations retailing petroleum products and TBO merchandise normally 
handled at competitive service station outlets—not as garages, repair shops or 
second-hand car lots. As a result, there was a general conflict of interest during 
the period that Mr. Hoffman occupied this station. 

Specific references to the Atlantic Refining Co. appear on page 87, when the 
statement is made that the company insisted that ‘“‘we have a man hired in that 
station to help my husband.” It is the company policy that there should be 
sufficient help at a station to adequately serve the public, and efforts were 
made to see that this was done by pointing out that he would lose gasoline 
and related sales if there was insufficient help. As to the statement that the 
company insisted upon having uniforms for the attendants, the salesman pointed 
out the advantage of appearance and that some sort of service clothing should 
be worn, and since uniforms were available that it would be to the advantage 
of the dealer to use them to create a favorable impression on the customers. We 
find no evidence that there was anything more than salesmanship used in dis- 
cussing these items. 

As to the statements on page &8 concerning tires, tubes, and batteries, during 
the period of 14 months in which this dealer was in the station, the total amount 
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of tires, batteries, and accessories recommended by this company which were 
purchased by Mr. Hoffman amounted to the following: 


Tires and tubes________- mie Ee SS 
Patter 2 se Seta aoe 0 
ee. ¥ ‘~ 


Certainly this is not any indication that he was forced to buy TBA recommended 
by this company. In fact, we know that he purchased such materials from auto 
supply houses. It is true that this company recommends 1 of 2 national lines 
of TBA, which is known to be of good quality, so that the public will be assured 
of satisfactory merchandise, but the dealer is free to buy what he chooses. 

The statement on page SY of the transcript of testimony regarding repairs on 
the building is so general and contrary to fact that it merits no comment. 

On page YU there is a very inadequate statement by Mrs. Hoffman regarding 
the company policy in cosnection with advertising and promotional aid in selling 
The policy in this connection is explaintd in detail in the material submitted 
to the Senate Small Business Committee on February 2, 1955. In general, the 
company will assist a dealer in a promotion in which we reimburse the dealer 
for half the cost of advertising in the event where items such as decorated 
glasses are sold by the dealer at a slight profit to induce customers to come to 
the station. 

On page 93, Mrs. Hoffman makes some general statements to the effect that the 
company doesn’t want its stations closed and would prefer to operate without 
rent rather than have this happen. She then says they would put the dealer on 
a commission basis under which a private individual could not compete with 
the commission station because no rent or electricity are paid. The commission 
plan is used only where the competitive situation is such that the dealer is 
satisfied it is more advantageous to him to be on commission than to purchase 
gasoline outright. Under the commision plan now in use the lessee dealer pays 
rent for that portion of his station employed in selling products and services 
other than gasoline and the company, in effect, pays rent to the contract dealer 
for the gasoline portion of his facilities so that both classes of dealers are on 
substantially the same basis. 

Mrs. Hoffman neglected to point out that her husband's station was on con 
mission operation for several months preceding, and at the time, the lease rela 
tionship was terminated. 

It should be pointed out that, although it proved to be somewhat of a legal 
fiction, the lessee of the station was Mr. Hoffman—not Mrs. Hoffman. Mr 
Hoffman, so far as we know, has not given any testimony. 

Finally, so that the subcommittee can have the benefit of specific facts, Mr 
Hoffman’s lease was cancelled by tnutual agreement, Mr. Hoffman acting on the 
advice of his own attorney, after Atlantic bad specified in writing the particular 
reasons why Mr. Hoffman’s business perforinance was at an unacceptably 
low level. 





STATEMENT OF THE ATLANTIC REFINING Co. BEFORE THE UNITED STATES SENATE. 
SUBCOMMITTEE ON RETAILING, DISTRIBUTION AND FAtrR TRADE PRACTICES OF THE 
SELECT COMMITTEE ON SMALL BUSINESS REGARDING JOHN ROESSNER, KOUTE 22. 
Union, N. J. 


John Roessner has been an Atlantic dealer for 23 years on route 22 in Union, 
N. J. He is what is sometimes called a contract dealer, buying petroleum 
products from the company while owning his station. 

On February 18, 1933, the company loaned him $7,500 on a first mortgage to 
help him build his station. On May 5, 1938, an additional $2,500 was loaned om 
a second mortgage for the building of an additional bay. On October 28, 1953, 
he was loaned $20,000 to permit the making of additional building improvements. 
The second mortgage loan was paid off March 31, 1951, and there is outstanding 
as of October 29, 1955, the sum of $17,848. Atlantic has tried to help Mr. Roessner 
have a business of his own—not destroy him. 

In his testimony before the subcommittee in Newark on October 20, 1955, he 
testified that he “could not meet the company stations,” one located approximately 
2 miles east and the other 2 miles west on route 22. 

The two company stations to which he refers have operated on a commission 
basis during part of the time the price wars have been active in the area. Com- 
mission operation is used by Atlantic when the competitive situation is such that 
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by buying gasoline at the prevailing tank wagon prices the dealer has such a low 
margin when he sells at competitive retail prices that he is operating on an un- 
profitable margin. As an aid to the dealer, the company offers to put him on com- 
mission with the dealer making the choice. Under this plan, the company buys 
back the gasoline which is in the tanks and releases it to the dealer on consign- 
ment, supplying additional gasoline on consignment from time to time thereafter 
as required. The company sets the retail service station price at which the 
dealer sells Atlantic’s gas. 

In setting the retail price, the company follows a conservative practice—it does 
not price below the prevailing market; if anything it has priced on the high side 
of the going market. 

While Roessner testified that he was unable to meet the two company stations 
located on route 22—one 2 miles to the east and the other 2 miles to the west, we 
submit that an understanding of the situation is necessary to realize exactly what 
competition they created for him. 

Route 22 is a major United States highway going east and west through New 
Jersey, running from Newark Airport completely across the State to Phillipsburg. 
That portion of the highway in the area in question is divided so that traffic can 
only purchase gasoline from stations on the lane in which it is traveling. The 
two commission stations are on the opposite side of the highway from Roessner, 
so that so far as through traffic is concerned, there is little competition between 
Roessner and the two commission stations. To the extent that local traffic, for 
example, persons driving every day to and from work, is familiar with prices 
at the respective stations, it can be said that Roessner is in competition with the 
two commission stations. 

While Roessner has objected to the price posted at the two Atlantic stations, 
the real problem is that in a stretch of approximately 2 miles on each side of 
Roessner’s station there are a total of about 40 service stations with extremely 
competitive prices. The price which he sets is, by necessity, influenced by the 
stations of other suppliers more than it is by the two Atlantic stations referred to. 

The actual effect which those stations had upon his business is indicated by the 
attached sheet, showing that during the period August 1954 through November 
1955, Roessner’s gallonage was in excess of the sum of both the two Atlantie sta- 
tions, 520,000 gallons against 360,000 gallons for the two Atlantic stations. 

We do not have a complete record of Roessner’s retail prices during this period 
although they are available on certain dates. A comparison of Roessner’s prices 
on those dates with the two Atlantic stations follows: 


Roessner | Mountainsid« Hillside 





RR i oh okn ocho ceibudencatewemsanbaeudosseehes nap 23.9 24.9 24.9 
ER neds aun apeagehneniaenemannnandibe 22.9 23.9 23.9 
IE 585 odie costntentaciges eae anaes si 19.9 21.9 21.9 
a ie oa a ees ahaa Sea ee siete eae bene 19.9 20.9 20.9 
in cca enamine Ske ekepnetnn mb aaseeme 22.9 () (1) 

SIRO NI Sg oe Ba Rl Bred ae 22.9 222.9 222.9 
I ON calla ns a ead tntcitn tmnt seenedinmnini 23.9 293.9 23.9 
Cente Stent fe ar 2 a ote 23.9 23.9 22.9 
OGG BO) FORO aa og 3s nn se cen resece wenden osencens es] 22.9 | 22.9 | 22.9 
ee Se 2 eee eee 24.9 | 24.9 








1 Off commission. 
2 Sept. 9, 1955 back on commission. 


Roessner told the Atlantic salesman and sales supervisor that he raised his 
gasoline price about October 3, 1955, from 22.9 to 23.9 cents because he was too 
busy at the pumps to take care of the necessary work on the inside and winteriz- 
ing his customers’ cars. On October 30 when the rush of his business had died 
down he reduced his price to 22.9 cents. Note that his gasoline dropped from 
40,000 gallons in September to 29,000 gallons in October when his price was 
higher and in November when his price was down his gallonage went up to 
35,000. 

While it is impossible to check Roessner’s posted prices while he was not op- 
erating as a commission station in addition to the above dates, the Newark 
district manager, by reason of the familiarity of himself and other members of 
his organization with the situation, is of the strong opinion that Roessner was 
pricing below the 2 Atlantic stations in question at least 90 percent of the time 
since December 7, 1954. 
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A survey on January 17, 1955, shows of 26 stations within the 4-mile strip, 
prices ranging from 22.9 to 24.9 cents for regular gasoline, with Roessner 22.9 
cents, Hillside 22.9 cents and Mountainside 23.9 cents; 11 stations posted 22.9 
cents; 13 posted 23.9 cents; and 2 posted 24.9 cents. 

It is of interest to note that despite Mr. Roessner’s testimony concerning the 
seriousness of his economic situation he nevertheless on September 26, 1055, 
asked for the help of an Atlantic service salesman in connection with the opera- 
tion of Roessner’s station for a period of 10 days while Roessner went deer hunt- 
ing. Atlantic approved this request and Mr. Roessner made his trip. Mr 
Roessner made a similar trip the preceding year. During the period that he was 
away Atlantic’s service salesman was on hand at Mr. Roessner’s station a full 8 
hours per day, during which time he sold gasoline, supervised the activities, did 
some training of Roessner’s attendants, checking to see that lubrications were 
properly done, and generally helped to keep operations going smoothly n addi- 
tion, another Atlantic representative called to check and see that things were 
under control and to answer any questions that might arise 

Atlantic’s present commission-type arrangement was offered to Mr. Roessner 
on or about November 28, 1955, but was rejected. At that time Mr. Roessner was 
posting 22.9 cents per gallon, with a tank-wagon price of 20.5 cents, so that he had 
a margin of 2.4 cents. Under the commission plan we would have instructed 
him to post 24.9 cents and he would have had a commission of 3.25 cents. Since 
the plan was adopted, the posting at the commission stations has been reduced to 
23.9 cents. Under the 23.9 cents price Mr. Roessner, of course, would have re- 
ceived the same sales commission of 3.25 cents. Atlantic’s district manager has 
explained that Mr. Roessner was satisfied to have greater volume resulting from 
the lower retail posting, in preference to the higher income by way of commission 


Gasoline gallonage at 3 locations 


{In thousands] 





| 
Route No. 22, 


Route No. 22,| .. Total at 
ee \in- ’ Hillside and Route No. 





| Hillside side Mountain- 22, Union 
| | side 

peu | | a oad 
OGG thiamin deen de nokniamn inane | 18 | f 24 2 
ins cccodeacecnctehsaducscoorall 7 | 6 23 30 
ee nl bagedeibcnoielle 15 5 v4) ” 
PRUE «nda cinmnasenasncaneineeccanl 13 | 8 21 oR 
ROE action cnctnecantensssauchnncenes | 14 | 6 2 39 
Eo diicanccasighbtccoonssswescen | 17 | f 23 34 
DTS. in 2cccidbdendinbhoceaotens 13 | 8 21 * 
PN as 55 dpotners deen nnineetn ened 11 12 23 25 
ie henna nncwntesesenencenesesssses 11 11 22 oR 
ection lke eateineancee nin detiadeinnae momen 11 9 2 2% 
SN eh ab nnd dinning ae eadenel } 12 13 25 40 
FI incwc cia digg dicanmthenednbainineiiai 12 14 ya) 35 
EE AEE REL ERS S iarihaaentns 17 | 16 33 45 
ON SE a eee | 10 | ll 21 40 
oa ak tl each cenit | 10 | 12 | 22 29 
I rcieccateinsi cists elena liam lnc cat tt 9 | “4 18 35 
TS cchtinoucbinutisbieshysudewansewe 210 152 362 520 





STATEMENT OF THE ATLANTIC REFINING Co. BEFORE THE UNITED STATES SENATE, 
SUBCOMMITTEE ON RETAILING, DISTRIBUTION AND Farr TRADE PRACTICES OF THE 
SELECT COMMITTEE ON SMALL BUSINESS REGARDING WILBUR WHITTAKER, WHITE 
HorsE PIKE AND CLEMENTS BRIDGE ROAD, HAppDON HEIGHTS, N. J. 


Mr. Whittaker for 12 years managed an Atlantic Co.-operated station in south 
Jersey, and for over 15 years has operated under lease from the company the 
service station at White Horse Pike and Clements Bridge Road, Haddon Heights, 
N. J. His present lease covers the period April 1, 1954, to March 31, 1957, copy 
attached. 

The White Horse Pike is one of the main highways between Philadelphia and 
the Jersey coast. Mr. Whittaker’s station is in a residential neighborhood, so 
that he has both transient and neighborhood business. When Mr. Whittaker took 
this station originaly, there were relatively few competitive stations in the area, 
but in recent years there has been considerable building of new stations, par- 
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ticularly on the White Horse Pike, which is largely transient business, so that 
his competition has been greatly increased, along with the substantial increase 
in potential business volume. In the past 5 years there have been intermittent 
periods of price war; since March 1954, depressed prices have been a chronic 
condition in this area. The following figures show the business done by Mr 
Whittaker during the past 6 years: 


Gasoline Motor oil 

Galions Callons 
1950. .......- . 25, 000 7, 2u1 
1951 a 254, 000 5, 942 
1952 304, 000 6. 198 
1063....... . 322, 000 4, 513 
1954... : ‘ 279, 000 | 4, O67 
1955 (11 months) -- ; . . 221, 000 4, 182 


It will be noted that during 1954 and 1955 there has been an appreciable drop- 
off in his gasoline business ; 1951, which was also low, was a price-war period. 

In his testimony before the subcommittee Mr. Whittaker testified that his 
take-home pay for the past year hasn’t been much, and that he had to borrow 
on previous investments to keep the service station operating. This would 
indicate that Mr. Whittaker has been operating over the past year with gross 
income insufficient to handle his operating expenses. This situation had been 
recognized by Atlantic’s sales personnel, and in an effort to assist Mr. Whittaker, 
at his request, to improve his financial situation, there was held the meeting of 
September 16, 1955, which is reported in the memorandum, a photostat copy of 
which was read into the testimony by Mr. Whittaker on October 20, 1955. 

During the summer of 1955, Mr. Whittaker had asked the dealer supervisor 
what could be done to put his business upon a paying basis. He said he liked 
the business and the company, and wanted to continue. As a result of this 
discussion, the meeting of September 16 was arranged, and at the district 
manager’s suggestion a meeting was arranged between Mr. Whittaker and a 
merchandise-minded Atlantic dealer who had a serious competitive situation 
similar to that which existed at Mr. Whittaker’s location, for the purpose of 
seeing how the other dealer handled his problems. This dealer, despite the 
price wars, was operating a profitable business in a nearby town employing 
up-to-date saies methods, and one of the tools which he used was the “Christmas 
package” which Mr. Whittaker refers to in his testimony. Mr. Whittaker 
observed how this dealer was conducting his business, talked with him, and 
seemed impressed with the possibilities of the more aggressive salesmanship 
than he had been using. However, Mr. Whittaker took the position with our 
salesman that he could not reduce his overhead to that of the other dealer because 
of the salaries which Mr. Whittaker was paying to his employees. 

On September 16, the district manager participated during only a small por- 
tion of the meeting. He pointed out that Mr. Whittaker had a defeatist attitude, 
and that the same applied to his employees. He further discussed the public’s 
awareness of varying prices at different service stations and their tendency to 
do business with the lower priced ones. 

The sales’ supervisor and salesman discussed the advantage of being competi- 
tive in his retail price posting, and suggested that he could not—as a matter of 
pure economics—run a successful business unless his prices were competitive 
with those in the area. They also discussed with him and showed him the ad 
vantages of the Christinas package, as a means of increasing his income to offset 
at least in part the reduction of his gasoline income. The Christmas-package 
merchandising idea has been used by other Atlantic dealers in the south Jersey 
area with considerable success, and it was felt that this could be helpful to 
Mr. Whittaker. 

They also discussed the question of his employees, and it was pointed out to 
him that they should do more selling and less discussion about the less-favorable 
phases of the business, in other words, do something about the situation instead 
of just griping about it. To aid the employees’ morale, and to give them an 
incentive to endeavor to sell products, it was suggested that he adopt an in- 
centive plan under which the attendants’ salary would be reduced by a nominal 
sum, and they would be given a commission on profitable services and products 
which they sold. This would encourage the attendants to make more efforts to 
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sell, which would increase the gross profits of the business and assist both th 
dealer and the attendants in improving their situation. This method has bee 
used by other Atlantic dealers with considerable success 

This entire meeting was conducted with the idea that Mr. Whittaker was | 
need of assistance, for which he had asked, and there was an effort on the part 


of the company to advise him on what the company’s experience indicated would 
be a means of improving his business. There were no statements that A 
would compel Mr. Whittaker to follow these suggestions or be subjected 
disciplinary action. The entire tone of the meeting was one of attempting 
assist a dealer who was in difficulty as a result of a highly competitive arket 
Mr. Whittaker has testified under questioning that the price reduction of 


1 cent per gallon on October 19, as well as one on September 20, were 
voluntarily made. Mr. Whittaker had been a good merchandiser when he f 
went into the operation of this service station over 15 years ago, and during the 
period immediately following World War II he also conducted his operat 

businesslike manner. With the increased competition after the cessation of 
hostilities, and particularly when the price wars began to become serious, he 
apparently was unable to adjust himself to the new approach to the service 
station business. He did not consistently keep his prices competitive with 
those of neighboring stations. When a price war begins in an area, the service 
stations at which the price is first reduced seem to hold a good proportion of 
the business which they acquire due to their being the earliest to reduce prices 
Mr. Whittaker lost business in this manner, and has had considerable difficulty 
recovering it, particularly when there have been periods in which his prices 
have been 1 to 2 cents above competitive prices in his neighborhood Uy 
fortunately, in 1953 Mr. Whittaker suffered a heart attack, which made hii 
unable to Keep very close control over his business for over a year. It would 
uppear that he has become quite discouraged, and no doubt his illness has cor 
tributed to that situation. 

Throughout Mr. Whittaker’s testimony he refers to Atlantic’s representatives 
elling him to do certain things, such as to reduce his service-station price, to 
get rid of his attendants or reduce their salaries, and to adopt the Christmas 
ackage. Whatever was said to Mr. Whittaker at the meeting of September 1' 
was in the form of suggestions to help him improve the operation of the service 
station and his income. There were no ultimatums or orders. 

Mr. Whittaker made serious charges against Atlantic. The net effect of thess« 
charges is that Atlantie illegally compelled Mr. Whittaker to do things against 
his will. Atlantic denies these charges categorically. Mr. Whittaker had a long 
term lease which does not expire until March 31, 1957. Under the terms of that 
ease, Mr. Whittaker could not have been compelled to do anything against his 
will—nor are we aware of any indirect method that could possibly have been 
used to accomplish coercion. 

About 30 percent of Atlantic stations in our marketing territory are oj 
erated by lessee dealers, and Atlantic is both a supplier and a landlord. By 
ease contract the parties agree that the lessee’s use of the premises shall b« 
restricted to the lawful, diligent, and businesslike operation of a first-class 
automotive service station retailing petroleum products and TBA merchandise 
normally handled at competitive service-station outlets. This is an objective 
standard. Prior to the lessee’s acceptance of the lease obligation, Atlanti 
xives to the prospective lessee an 11-point letter setting forth its understanding of 
the broad gage standards of business performance necessary for the dilig 
iud businesslike operation of a first-class automotive service station. The 
Standards are discussed and explained. One copy is then left with the dea! 
nother copy is signed by the dealer and returned to our office. This signed 
copy it attached. Thereafter the question is not whether Atlantic controls the 
dealer but rather whether the dealer chooses to honor his contractual obligatio 
In case of a dispute as to whether the dealer has met his obligation, the fin 
arbiter is a court of law, for the standards of performance imposed are obje« 
tive standards, not just what Atlantic happens to think they mean in any given 
ase. Furthermore, the lease requires Atlantic, in the event it believes the deals 
has not complied with his obligation, to specify the defaults in writing and give 
the lessee at least 15 days to correct the situation. In addition, Atlantic re 
quires. its own sales force to keep a written record of the reason for every lease 
cancellation and failure to renew or continue the lease relationship. We adopted 
this program both for the protection of the dealer and ourselves 





66228—56—pt. 3———-24 








566 GASOLINE PRICE WAR IN NEW JERSEY 


The lease policy described above was adopted almost 3 years ago at the time 
we initiated long-term dealer leases in the oil industry. In connection with our 
long-term dealer leases it is pertinent to point out that every dealer with 2 
years’ consecutive tenure as lessee of an Atlantic station becomes eligible 
for a long-term lease providing only that he has not failed to remedy any de- 
faults in compliance with his lease obligation that have been specified in writ- 
ing. The long-term leases are for 3 years—Atlantic has no right to increase the 
rent during that term, and the dealer has an exclusive option to cancel out the 
lease at the end of any contract year by simply giving at least 60 days’ advance 
written notice. 

We adopted our long-term dealer lease policy because of the competition for 
good dealers and to encourage better operation on the part of our dealers by re- 
warding good performance with added security. A dealer whose rent is fixed 
for a 3-year term and whose business performance obligation is imposed in the 
form of the objective standard to conduct diligently the businesslike operation 
of a first-class automotive service station cannot be coerced—directly, indirectly, 
or any other way. 

Finally, it should be noted that the installation of the shelves for handling 
the Christmas package was done at the expense of the Atlantic Refining Co., so 
that the goods could be attractively displayed. This expense was incurred in 
an effort to help the dealer increase his net income. 


APPENDIX VI (e) 


(Clippings from Journal of Commerce, submitted by Mr. Colley of the Atlantic 
Refining Co.) 


[The Journal of Commerce, Monday, November 14, 1955] 
MARKETING OF OIL PrRopDUCTS SEEN CONSTANTLY CHANGING 


By Col. Dwight T. Colley, vice president, the Atlantic Refining Co. 


Although it is difficult to single out any particular activity in the integrated oil 
business as being more vital than any other, there is considerable justification for 
emphasizing the relative importance of the marketing of oil products. 

Marketing not only defines and determines the real value of crude in the 
ground, but certain marketing activities—notably the service station supplier- 
dealer relationship—are additionally important because they do more to shape 
the industry’s public and governmental relations than any other single factor. 

At least one thing can be said about marketing without fear of contradiction: 
Tt is never static. This is a fundamental fact of marketing. 

Of the many significant developments affecting the marketing of various oil 
products, perhaps the most important have arisen in the service-station business. 

The most significant changes which have been taking place are: 

First, that the filling station is being replaced by the service station. Small 
outlets, where the sale of gasoline bas been incidental to one or more other busi- 
ness activities, are disappearing from the scene. The overall picture is a continu- 
ing trend toward a smaller number of station locations with a greater throughput 
and volume of business per station. 

Second, that the retailing of gasoline has been turned over to thousands of in- 
dividual businessmen. Men with the courage to work long hours with all kinds 
of weather in order to build a business of their own. 


BETTER DEALERS NEEDED 


The one-stop trend is accompanied by increasing emphasis on the sale of certain 
household and recreational goods. Merchandise of this kind seems presently to 
be limited to small dollar items, which are fast moving and seasonal in nature. 

Outside limitations on the volume of this kind of business appear to be the 
available physical space for storage and display, the amount of dollars that can 
be tied up in inventory, and, in some cases, the nature of other businesses in the 
same locality. 

The trend from filling station to service station has made it necessary to attract 
better dealers. The dealer is no longer a grease monkey—he’s a businessman. 

In order to meet the competition for higher type men, our company is placing 
greater and greater emphasis on training programs for both dealers and dealer 
employees. 
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The trend toward more and more toll-road operation has become unmistakable, 
and it is here to stay. Toll roads increase the potential demand for service-sta- 
tion products and services, but also cause drastic changes in retail marketing 
pattern. 

The problems presented are complex, but it appears that there is a gradual 
evolution toward a workable compromise between the necessity for roads of this 
type and an opportunity for adequate brand competition in the public interest. 


LOCAL OVERBUILDING 


I believe that these turnpikes will reemphasize the importance of community 
service stations operated by fully competent dealers, Turnpikes are generally 
used for long trips away from the home base. The motorist will want to be sure 
his car is completely conditioned before he takes off. 

Comment is frequently made that there has been an “uneconomic overbuilding” 
of stations. The national pattern appears to be one of constant reduction in 
the total number of stations, although in some localized areas there probably has 
been an overbuilding of stations, due in part to unsound zoning laws and restric- 
tions which have brought on a maldistribution and undue concentration of service 
stations. 

A national pattern of zoning laws and planning is taking definite shape—un- 
fortunately without effective oil industry participation, which would definitely 
benefit the public. The service station advisory committee of the American 
Petroleum Institute is working on this problem. 

Another trend of significance is taxation. There is an alarming tendency not 
only to continually increase the amount of Federal and State taxes on gasoline, 
but also at the local level to tax price signs, equipment used in the distribution 
of oil products, the number of pumps at each location, the number of tanks at a 
given location, and so on. 

Some progress has been made in the longstanding fight against diversion of 
gasoline-tax revenue to other than highway purposes, but much remains to be 
done on this score. 

Easily the most publicized marketing event of the past year, the subject of 
price wars, has been overemphasized out of all proportion. Purely local situa- 
tions have been distorted and misrepresented as broad generalizations applicable 
to the Nation as a whole. 

In this same connection several irresponsible, misleading statements regarding 
annual dealer turnover have received wide publicity. 

The facts at this time are that the vast majority of gasoline dealers throughout 
our country are enjoying stable market conditions and earning a reasonable 
livelihood. Dealer turnover throughout the country is not at all what it has been 
represented to be. Dealer failures due to economic reasons are at a very low 
figure and compare favorably with any other retailing industry. 

Price situations, however, have been quite serious on a local scale in scattered 
sections of the country. A prime example is the State of New Jersey, with its 
high gallonage market concentrated in a small geographical area. 

Price wars in New Jersey have been started and maintained from time to time 
by a variety of factors, including efforts of certain suppliers to increase their 
share of the market by price competition and efforts of some dealers to do the 
same thing. 

We must not for a moment gloss over the severity of these local wars, or the 
terrible effect they have on the dealers concerned, who can get killed in a local 
war just as thoroughly as you can in a world conflict. 

Local price disturbances have contributed to additional attempts by large labor 
unions to unionize service station employees, and have given impetus to the 
growth of dealer associations. 


SUPPLIER INTEREST NEEDED 


The essential economic question posed by a long-drawn-out price situation such 
as New Jersey is how hard or how soft competition ought to be in order to best 
serve the public. There seem to be two alternative solutions: Industry regula- 
tion by Government or voluntary solution by the industry. I believe that there 
can be no workable voluntary solution of the problem unless suppliers generally 
take a much more serious and direct interest in retail pricing than has been the 
case in the past. A complicating factor in this connection is the uncertain scope 
of antitrust laws as presently interpreted. 
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One of the most interesting paradoxes of our business today is that althoug! 
gasoline continues to be one of the best bargains in the market place as far a» 
the public is concerned, both from the standpoint of price and convenient avai! 
ability, and although the quality of the gasoline has been constantly improved 
the oil industry, as a result of several localized but severe price wars, has bee! 
placed in the position of attempting to comply with both State and Federal laws 
which often seem to have contradictory objectives and the industry’s public and 
governmental relations have deteriorated to the point that there are serieus 
implications of governmental control extending far beyond the marketing seg- 
ment of the industr: 

Perhaps the basic question is, What do we mean by “free enterprise”? At one 
end of the scale, it seems reasonably clear that free competition doesn’t mean 
jungle competition ; and at the other end of the scale, it is equally clear that fre: 
competition does not mean monopolistic control and rigged markets. 

The answer must lie somewhere between the two extremes, and perliaps can b« 
found in the principle that free competition means fair and socially just 
competition. 





[The Journal of Commerce, December 6, 1955] 
PENNSYLVANIA “Test Case” LooMs—ATLANTIC To “SuGaest” “Gas” PrIcE FLoon 


A different approach toward attempting to solve persistent gasoline price 
wars currently plaguing marketers in many areas on the east coast is about to 
be launched. 

In an apparent “test case’ which could ultimately lead to a change in present 
pricing policies if it should prove favorable, the Atlantic Refining Co. next weel 
will establish a suggested minimum retail price schedule for its gasoline in the 
State of Pennsylvania, 

Dwight T. Colley, vice president and general manager of marketing for th« 
Atlantic Refining Co.. who announced the firm's new policy, stated that effective 
December 12, Atlantic will post suggested minimum retail prices at service 
stations operated by the company in Pennsylvania, in addition to continuing t 
post dealer tank-wagon prices. 


TO AID DEALERS 


Mr. Colley said the move represents an innovation on the east coast and is 
designed to help service-station dealers earn a fair and reasonable profit fron 
their sales of gasoline, and in turn insure adequate service to motorists. 

While suggested retail prices on gasoline by major firms are not uncommon 
in the industry, it is viewed as a major change on the east coast. Large re- 
finers on the west coast and other integrated oil firms in the central portion ot 
the Nation operate their own retail outlets and can set retail prices, it was said 

On the east coast, however, the trend on the part of major companies in the 
last decade or so has been to divest themselves of company-operated stations 
and the setting of retail prices and establish a policy whereby they sell gasoline 
to independent operators at posted tank-wagon or wholesale levels. The dealer~ 
in turn set their own retail prices. 


NOT BINDING 


Mr. Colley emphasized that the company’s suggested retail prices are in n 
way binding to non-company-operated stations. Less than 1 percent of the num 
ber of stations handling Atlantic’s gasoline are company-operated outlets which 
are used mainly for training purposes, Mr. Colley said. 

Other media the firm will employ in making suggestions and recommendations 
to dealers will include newspapers, pamphlets, and letters, Mr. Colley stated. 


TANK-WAGON PRICES ADJUSTED 


“We at Atlantic feel that our knowledge of varying marketing and transporta 
tion costs and our familiarity with overall competitive prices imposes upon us 
an obligation to our dealers to recommend minimum retail prices and we believ« 
that the motoring public will benefit if Atlantic dealers maintain the suggested 
minimum prices. Out of his improvement in income the dealer will be bette: 
able to retain capable employees and offer the services which insure the motoris! 
safer operation and lower upkeep,” he added. 
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Concurrent with its announcement on its suggested minimum retail price 
-chedule for Atlantic gasoline in Pennsylvania, the firm also will make dealer 
tank-wagon adjustments throughout Pennsylvania which will range from in- 
reases of as much as 4 cents per gallon in severely depressed areas such as 
Wilkes-Barre to reductions of 0.5 cent per gallon in other areas. 

In the metropolitan Philadelphia area, which has been depressed, Atlantic will 
‘aise its postings 0.5 cent per gallon to 15 cents per gallon and suggest a minimum 
etail price of 19.5 cents per gallon on regular grade. 

In Easton, Pa., Atlantic will post a dealer tank-wagon price of 15.4 cents per 
valion and a suggested minimum retail price of 20 cents per gallon for regular 
srade gasoline. Counties affected include: Northampton, Lehigh, Berks, Lan- 
aster, York, Adams, Franklin, Cumberland, Perry, Dauphin, Lebanon, Schuyl- 
kill, Carbon, Monroe, Lackawanna, Luzerne, Wyoming, Sullivan, Lycoming, 
‘‘ohumbia, Montour, Northumberland, Union, and Snyder 


WESTERN PRICES 


In the western portion of the State the firm will post a dealer tank-wagon price 
f 15.9 cents per gallon and a suggested minimum retail price of 20.5 cents per 

callon for regular grade. Counties affected include: Juniata, Mifflin, Fulton, 
Huntington, Centre, Clinton, Cameron, Elk, Clearfield, Blair, Cambria, Bedford, 
Somerset, Fayette, Westmoreland, Indiana, Armstrong, Jefferson, Clarion Forest, 
Venango, Erie, Crawford, Mercer, Lawrence, Butler, Beaver, Allegheny, Wash- 
ington, and Greene. 

In the northern portion it will post a dealer tank wagon price of 16.3 cents per 
vallon and a suggested minimum retail price of 21 cents per gallon for regular 
srade. Counties affected include: Warren, McKean, Potter, Tioga, Bradford, 
Susquehanna, Wayne, and Pike. 

The posted consumer tank-wagon price will be 0.5 cent per gallon above the 

osted dealer tank-wagon price. 

The posted tank-wagon prices and suggested minimum retail prices for At- 
antic’s premium gasoline will be 2.5 cents and 8 cents per gallon above the 
respective prices for regular grade. (Above prices do not include State Federa 
axes.) 


APPENDIX VII 
(MATERIAL SUBMITTED BY THE SUN OIL CO.) 


APPENDIX VII (a) 


Sun Orn Co., 
Philadelphia Pa., February 4, 1955. 
lon. Epwarp J. THYE, 
United States Senate, 
Select Committee on Small Business, 
Washington 25, D. 0 


My Dear Senator: Your letter of December 6, 1954, to Mr. Robert G. Dunlop, 
nd the attached questionnaire concerning our gasoline operations in the State 
f New Jersey, have been referred to this department for reply. 

The appropriate replies to your questionnaire without repeating the questions 
re as follows: 

1. (a) As of December 31, 1954, 251. 

(b) As of December 31, 1954, 12. 

c) As of December 31, 1954, none. 

(ad) As of December 31, 1954, 532. 

e) As of December 31, 1954, none. 

(f) For the above categories, gallonage delivered during the month of Decem- 
ber, 1954, was as follows: (@) 6,325,000; (6b) 517,000; (c) while we had no com- 
vission consignment accounts at December 31, 1954, we did deliver 1,275,000 
zallons in December 1954, to dealers who were in this category for sometime 
during the month ; (d) 9,612,000; (e) none. 

2. (a) As of December 31, 1954, none. 

(b) As of December 31, 1954, 60. 

(¢) As of December 31, 1954, none. 

ad) As of December 31, 1954, none. 
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(e) (a) For the month of December 1954, none; (6) For the month of 
December 1954, 969,000; (c) For the month of December 1954, none; (d) For 
the month of December 154, none. 

3. (a) As of December 31, 1954, 89. 

(b) As of December 31, 1954, 13. 

(c) Asof December 31, 1954, 149. 

4. (a) As of December 31, 1954, 6. 

(b) As of December 31, 1954, none. 

5. (a) As of December 31, 1954, none. 

(b) As of December 31, 1954, 18. 

(c) As of December 31, 1954, 11. 

(d) As of December 31, 1954: 

(1) Paying a rental determined by the combination of the flat-sum 
method and the gallonage method with a maximum, 218. 

(2) Paying a rental on the gallonage method with minimum and maxi- 
mum, 3. 

(3) Paying a rental on the gallonage method with maximum, 1. 

(e) A specimen copy of real-estate lease (form S—420, rev. 8) is attached. 

6. The fundamental principle of the company rental policy is that the rental 
established for each individual station should be fair and equitable to the dealer- 
lessee. This rental should be in line with rents paid by other merchants in the 
community and with the location of the property, the building’s facilities and 
equipment, past experience with similar stations, ete. 

As indicated in item 5—d—-1, dealer rentals are usually written on the basis of 
a flat sum per month, plus one-half cent per gallon on all gallons of gasoline 
until the total rental paid reaches the established maximum in the lease. 

7. Sun Oil Co. has supply contracts with every retail outlet except one. A 
specimen of dealer’s agreement (form S-—417, rev. 10) is attached. 

8. (a) As of December 31, 1954, none. 

(b) As of December 31, 1954, 783. 

(c) For the month of December 1954: (1) None; (2) 15,938,000. 

9. (a) As of January 1, 1952, 231. 

(b) 203 of these stations during the period January 1, 1952, to December 31, 
1954, operated for some period of time on a commission-consignment basis. 

10. 1952, 18 percent; 1953, 17 percent ; 1954, 22 percent. 

11. None. 

12. None. 

13. (a) 778. 

(b) None. 

(c) 699. 

(d) None. 

(e) None. 

14. (a) To meet the competitive prices of other suppliers so that Sunoco 
dealers, if they so elect, may be competitive with other dealers. 

(c) Separate volume refunds, ratio refunds, and delivery discounts were an 
established part of Sun Oil Co.’s pricing structures for (1) motor oils and lubri- 
cants and (2) tires, batteries, and accessory items sold to dealers and were 
available to all dealers. Item 13 (c) shows the number of dealers receiving 
one or any combination of these refunds and/or discounts during 1954. 

We trust that this information is satisfactory for your purposes. 

Yours very truly, 
DoNALD P. JoNES, Comptroller, 


(Evhibit for Question 5(e)) 
REAL Estate LEASE 


IE aR icchittiniccncitiasimmainanae 
i ieiiiiiaieithcanbideshiisbieiniicetbieiiie 
THis LEASE, made this -.-------. DOG RE iinititbntntcaleicinimci 19____, by and be- 
tween Sun O11 Company, a corporation of the State of New Jersey, party of the 
first part (hereinafter called CoMPANY), and ................2ccccnonenne- 
OE Ke fae: OP SES Oe ccdimiieti ind RO OE siete tannins 
party or parties of the second part (hereinafter called LESSEE). 
WHEREAS, Company is the owner or lessee of the premises hereinafter de- 
scribed and Lessee desires to lease, occupy and use said premises for the purpose 
of conducting thereon a gasoline service or filling station. 
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Now, THEREFORE, for and in consideration of the mutual benefits accruing or 
expected to accrue to the parties hereto, by reason hereof, said parties hereby 
covenant and agree as follows: 

1. CompaNy Heresy Leases, lets and demises unto Lessee the premises situate 
OE cecnnenserandieibadbcasindes in the Borough or City of ____ 


smh County of 
ant nde tis atieetbtchiabhomenes State of 


Siewnndnnndivaptihawaind-dabiasiementccines more particularly described as 


LL ee ee ee ee ee 
ee ee ee ew wo ww we www ewe 


together with all rights of way and easements thereunto belonging, and all build- 
ings and improvements, and the following tanks and other equipment which are 
now erected or installed on said premises: 


COMPANY'S BUILDINGS 


SS 8 SS 8 Se ee ee eee ee eee ee ee eee eee weno eee 


2. Lessee’s improvements.—Lessee shall not construct or install or cause to be 
constructed or installed on said premises any additions, alterations or improve- 
ments, without the written consent of the Company. If the Company shall give 
such consent, any additions, alterations or improvements so made by Lessee shall 
not be detached therefrom, but shall become the property of Company and shall 
remain thereon for its benefit. 


4. Rent.—During the term of this Lease and any renewal or extension thereof, 
Lessee shall pay Company rent for the use of the demised premises, as follows: 


If the rent payable by Lessee is computed in whole or in part from the number 
of gallons of gasoline or motor fuel delivered to the demised premises for resale, 
Lessee further agrees to keep accurate and regular records of all gasoline or 
motor fuel delivered to and sold on the premises and Company shall be privileged 
to enter the demised premises to examine the books, records and pumps of Lessee 
at any time to compute the rent payable by Lessee upon the number of gallons 
of gasoline or motor fuel delivered to Lessee for resale on said premises. 

5. Fees, tares.—Lessee will pay, as and when due, any and all license and per- 
mit fees, taxes, rents and charges whatsoever, incident to any equipment and 
accessories installed or used on the within described premises, the occupation of 
said premises and the conduct and operation of the business thereon. All bills 
for same, including those for water, light and sewer service, if paid by the said 
Company, may be distrained for and recovered as rent, or Company may have re- 
course to any other remedy. 

6. Use of premises.—Lessee shall not occupy or operate the demised premises 
otherwise than as a gasoline service or filling station, nor shall Lessee do or 
knowingly suffer to be done any act, matter or thing, whereby any policy of in- 
surance on the demised premises shall become voided or suspended. Lessee 
agrees to observe and obey all laws, ordinances or regulations covering the oper- 
ation of the business and equipment on said premises. Lessee shall not assign 
this Lease, nor underlet the premises or any part thereof and any transfer by 
process of law shall be deemed an assignment by the Lessee. 

Company reserves the right at all times to visit and inspect the demised 
premises, and to cause any repairs to be made which it may deem proper although 
not required to do so hereunder. 

7. Maintenance.—All buildings and equipment leased by Company hereunder 
shall be maintained by Lessee, and at the termination of this Lease, shall be sur- 
rendered to Company in good order and condition, reasonable wear and tear ex- 
cepted. Lessee agrees to replace or repair any buildings or equipment damaged or 
destroyed by any cause whatsoever. 

8. Indemnification.—Lessee agrees to protect, indemnify and save harmless 
the Company from any and all losses, damages, claims, suits or costs which shall 
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arise or grow out of any injury to any person or persons, or any property (ineclud- 
ing the person or property of Lessee or Lessee’s employees) caused by or resulting 
in any way from the operation, use or condition of the facilities of said station, 
including the driveways, sidewalks, buildings, or equipment now or hereafter 
erected or installed thereon, or the Lessee’s business at said premises. 

9. Defaults and remedies.—lf the party or any one of the parties of the second 
part shall die or shall become bankrupt or insolvent, or if any receivership is 
ordered or if any assignment for the benefit of creditors is made, then this lease 
shall terminate immediately. 

If the Lessee shall abandon the premises (closing the leased premises for busi- 
ness for a period of seventy-two (72) consecutive hours shall be deemed to be 
abandonment) or shall permit the direction, supervision and management of the 
gasoline service or filling station business thereon by a party other than the 
Lessee, without the consent of the Company in writing, or shall enter into active 
military service, or if Lessee shall fail to perform or shall violate any covenant or 
condition herein contained, or if an attachment, execution or like process shall 
be made or issued against Lessee, Company shall have the right at its option to 
terminate this Lease. 

If this Lease shall be cancelled or terminated prior to the end of the term 
hereof, or if Lessee shall fail to vacate the demised premises at the end of the 
term hereof, any attorney may immediately appear for the Lessee in an amicable 
action of ejectment, to be brought by the Company in any competent court for the 
recovery of the demised premises and damages for the detention thereof, and 
therein confess judgment against the Lessee, for which this agreement (or a true 
copy thereof) shall be a sufficient warrant; and the Company may issue thereon 
all necessary writs or process for recovering possession of said premises, with 
damages for detention (to be assessed at an amount equal to all unpaid rents), 
and costs. Neither termination of this Lease, nor recovery of possession or dam- 
ages as aforesaid, shall release the Lessee from liability for the breach of any 
covenants herein contained. Lessee waives all right of appeal from, or writ of 
error or certiorari to any judgment, order or decree that may be entered against 
lessee by any court or magistrate for rent, damages, possession or otherwise ; and 
does further expressly waive the benefit of any and all stay of execution or 
exemption from civil process under any law of any State, or of the United States, 
now in force or hereafter to be enacted; this waiver to extend to and be appli- 
cable in any and all proceedings or actions for the recovery of possession, for 
damages, or for rent, whether by distress or otherwise; and it is further ex- 
pressly agreed that execution for possession, for damages, or otherwise, may 
issue upon any judgment entered in any proceeding hereon, immediately upon 
the entry thereof. 

If proceedings shall be commenced by the Company to recover possession under 
any Statute or Act of Assembly of said State in which the premises is situated, 
now in force or that may hereafter be enacted, either at the end of the term of 
this Lease or if terminated prior thereto, as herein provided, Lessee expressly 
waives the right to any notice required by any Statute or Act of Assembly of 
said State, now in force or hereafter to be enacted, and agrees that five days’ 
notice shall be sufficient in either or any such case. 

Any notice provided herein to be given by either party to the other party hereto 
shall, if directed to the Company, be mailed to 1608 Walnut Street, Philadelphia, 
Pennsylvania, and if directed to the Lessee shall be mailed to or left upon de- 
mised premises. 

10. Abatement of rent—If and when (a) the buildings, tanks, pumps or other 
equipment leased hereunder or erected and installed by Company are wholly or 
partially destroyed by fire or other casualty: or (b) public or private work pre- 
vents the usual access to the leased premises by the public streets bounding same ; 
and, in either case and by reason thereof, the station thereon is closed in whole 
or in part, the rents reserved hereunder shall abate, in whole or in part, as the 
extent of the damage or the limitation of access may necessitate, and as mutually 
agreed upon. When such damage has been repaired or when such limitation of 
access shall cease, the rents reserved hereunder shall again commence to accrue. 

11. Non-waiver.—Should Company at any time waive any of the terms. 
covenants, or provisions of this lease, such waiser shall not operate against 
Company to extinguish or render ineffectual the provision, condition or covenant 
so waived, but the same shall remain in full force and effect notwithstanding such 
‘waiver. 


= 
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12. Separability of provisions.—It is the intention of the parties hereto that if 
this lease and all of its provisions cannot be enforced because of the judgment 
of any court of competent jurisdiction holding void any part or parts thereof, th 
remaining provisions of this lease shall be given full force and effect as com 
pletely as if the part or parts held void had not been included herein. 

13. Miscelaneous.—This lease merges all prior negotiations between the parties 
and constitutes their entire contract in relation to the subject matters hereof 
This lease or any supplement or amendment thereto, shall not be binding upon 
Company unless signed by an Officer of Company or Regional Manacer. 

14. Prohibitions.—As provided in Article 6 above, possession of the demised 
premises by Lessee hereunder is for the purpose of conducting a gasoline service 
or filling station and in connection therewith, Lessee agrees that the sale and 
serving of intoxicating liquors or narcotics and all forms of gambling and th« 
ise of gambling devices shall not be permitted or conducted upon the demised 
premises. 

In WITNESS WHEREOF the parties have hereunto set their hands and seals the 
day and year first above written. 

Witnesses : 


Lesse 
elie aliainaegis 
ie 88E° 


(SEAI 


Regional Manage: 


(Exhibit for Question 7) 
DEALER'S AGREEMENT 


Contract Number 
District 
THis AGREEMENT, made this caneksh J 
and between SuN OIL COMPANY, a corporation of the State of New Bese , he re 
inafter called CoMPANY, and 


in the City or County of 
hereinafter called Dealer. 
WITNESSETH : 
WHEREAS, Dealer is the owner or lessee of the premises situate at -..----- 
in the Borough, or City of __._._____ County of 
State of , and is selling or is about to sell 
gasoline, motor fuel and allied petroleum and automotive products thereon. 
Now, THEREFORE, both parties hereto, for themselves, their respective heirs, 
executors, administrators, successors and assigns, covenant and agree as follows: 
1. Company’s equipment.—At the special instance and request of the Dealer, 
Company hereby loans Dealer for use in connection with the storage, advertising, 
sale and delivery of Sunoco products, the following equipment, which is erected 
or installed upon said premises : 


2. Gasoline quantity.—Dealer agrees to buy from Company and Company 
agrees to sell to Dealer Blue Sunoco gasoline (motor fuel) for resale on said 
premises; provided, nevertheless, Dealer shall buy not less than the minimum 
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quantities and Company shall not be required to sell more than the maximum 
quantities of Blue Sunoco set forth below : 

Minimum: During each calendar month of this agreement, Dealer shall buy 
not less than seventy-five per cent (75%) of the number of gallons of gasoline 
(motor fuel) delivered by Company to the premises during the corresponding 
calendar month of the preceding calendar year. 

Maximum: During each calendar month of this agreement, Company shall 
not be obligated to sell more than one hundred twenty-five per cent (125%) of 
the number of gallons of gasoline (motor fuel) delivered by Company to the 
premises during the corresponding calendar month of the preceding calendar 
year. 

(See Paragraph 18, regarding Leaded Gasoline, on the reverse side hereof.) 

3. Gasoline prices.—Company agrees to sell Blue Sunoco to the Dealer at the 
Company’s Dealer Tankwagon Price posted at its plant from which delivery is 
made and which is in effect at the time and for the place of delivery to Dealer. 

4. Motor oils and lubricants.—Dealer shall buy from Company and Company 
shall sell to Dealer motor oils and lubricants in the following minimum quantities: 

II TIENT OIL: csc ncsncicccimarapinaninimnimiimnhis .  _ “vapaiioreban tapering eae gallons 

hrs ecicdaieen teks aie cee gallons 
of Sunoco Motor Oils and/or Automotive Lubricants (eight pounds of lubricant 
to be considered the equivalent of one gallon of motor oil). Company agrees to 
sell Sunoco Motor Oils and/or Automotive Lubricants purchased by Dealer at 
the prices shown in the Dealer’s Schedule of Prices in effect at the time of 
delivery. 

5. Terms of payment.—Gasoline: Net cash—unless otherwise established by 
Company’s Credit Department from time to time. 

Motor Oils and Lubricants: 1% net cash—unless otherwise established by 
Company’s Credit Department from time to time. 

Any cash discount allowed does not apply to that part of the above price repre- 
senting any Federal, State or local taxes, freight charges and/or returnable drum 
charges. 

The condition of Dealer’s account and the financial responsibility of Dealer 
must at all times be satisfactory to Company, otherwise shipments may be 
suspended or terms revised, without releasing Dealer from his obligations under 
this agreement. 

6. Price changes and deliveries—Company reserves the right, at any time, to 
change the posted Dealer Tankwagon Price of Blue Sunoco and the Dealer’s 
Schedule of Prices for Sunoco Motor Oils and Automotive Lubricants, now in 
effect, and to issue new Schedules of Prices from time to time. 

The gasoline, motor oils and lubricants which the Company agrees to sell and 
Dealer agrees to buy shall be delivered by the Company at the above described 
premises only, but in no case will Company be required to deliver at any time 


SD PINE Shake Sal ecia as gallons of gasoline or 20 gallons of oil or 100 pounds of 
lubricant. 

7. Term.—The term of this agreement shall continue in full force and effect 
NR IOI scan a pe ce I hae chitin liemiizn ssh | ae 
I , and thereafter for a further period of one 


year and so on from year to year; provided, however, Dealer or Company, by 
giving sixty (60) days’ prior written notice to the other, may cancel and termi- 
nate this agreement as of the end of any year of the term hereof or of any yearly 
renewal thereof. 

8. Miscellaneous.—Because of the uncertainty as to civil claims arising under 
the provisions of the Federal Statute, known as the Robinson-Patman Act (ap- 
proved June 19, 1936) and of State Statutes of a similar nature, as these Statutes 
now exist or are hereafter enacted, amended or supplemented, Company and 
Dealer do hereby mutually agree that no suit for damages under the provisions 
of said Federal or State Statutes by either party against the other shall be 
brought or prosecuted unless instituted by legal process within six months of the 
date of the transaction giving rise to the damages claimed. 

This agreement merges all prior negotiations between the parties and con- 
stitutes their entire contract in relation to the subject matters hereof. Any prior 
contracts between the parties concerning the subject matters hereof are hereby 
cancelled, without releasing the rights or liabilities of either party that have 
accrued thereunder. This agreement may not be assigned by Dealer and this 
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agreement, or any supplement or amendment hereto, shall not be binding upon 
the Company unless signed by the District Manager of Company. 


ADDITIONAL PROVISIONS OF AGREEMENT 


9. Fees, tares.—Dealer shall pay, as and when due, any and all license and 
permit fees, taxes and charges whatsoever, in accordance with ordinances or 
laws now in force or hereafter enacted, incident to the equipment or signs in- 
stalled or used on the within described premises, the sale of Sunoco products, 
and the conduct and operation of the business thereon. In the event any such 
license and permit fees, taxes and charges are levied or charged by Governmental] 
authorities against Company, Dealer agrees to reimburse Company for such 
part of any bill, statement or assessment paid by Company which is charge- 
able hereunder to Dealer. 

Dealer shall pay any and all municipal, state, or federal taxes imposed under 
any ordinances or laws now in force or hereafter enacted in connection with the 
purchase, sale, re-sale, use, or storage of gasoline, motor oils and automotive 
lubricants purchased by Dealer hereunder, which are not included in the posted 
prices Company charged Dealer therefor. 

10. Restricted use of name.—Dealer shall operate under Dealer's name all 
business conducted upon the above mentioned premises, displaying at all times 
prominently and conspicuously on said premises the name of Dealer, coupled with 
the word “Proprietor,” so that, in the operation of said business, Dealer shall not 
represent said business as an agency of the Company or that Dealer is an agent 
for the Company. 

Dealer shall not use the name of Company, its trademarks or trade names on 
checks, negotiable instruments, contracts or other papers executed by Dealer. 
Dealer shall not use the name of Company on stationery but, for advertising 
purposes and subject to the approval of the Company, may use the trademarks or 
trade names of Company on said stationery. Dealer shall not advertise, display 
or use the name of Company in any manner on said premises, but Dealer may 
use signs, trademarks, trade names and literature advertising the products of 
Company when such signs, trademarks, trade names and literature are furnished 
by Company. 

11. Equipment.—All equipment and signs loaned by Company hereunder shall 
at all times remain the property of Company. Dealer shall at all times keep 
clear and legible the trademarks, name and colors of Company on same and 
shall use such equipment only for the purpose of storing, advertising, selling and 
dispensing Sunoco products, and for no other purpose whatsoever. Said equip- 
ment and signs shall be maintained by Dealer in as good order and condition as 
and when installed, and at the termination of this agreement shall be returned 
to Company in good order and condition, reasonable wear and tear excepted. 
Any equipment of the Dealer not loaned by Company, when used by Dealer during 
the term of this agreement for the storage, advertisement, sale or delivery of 
Sunoco products, shall be labeled and identified with the appropriate trademark 
and/or trade name of the Company’s product and decorated in the manner and 
colors adopted by the Company and when such use of the equipment is dis- 
continued Dealer agrees to remove Company’s trademarks and trade names and to 
redecorate same with colors than those used by Company. 

12. Indemnification.—Dealer hereby agrees to protect, indemnify and save 
harmless the Company from any and all losses, damages, claims, suits or costs 
which shall arise or grow out of any injury to any person or persons or any 
property (including the person or property of Dealer or Dealer’s employees) 
caused by or resulting in any way from the operation, installation, use, repair 
or condition of the equipment or signs used for the sale, advertising, storage 
or delivery of Sunoco products. 

13. Maintenance of quality and brand.—All trademarked or branded Sunoco 
products purchased by Dealer or delivered to said premises by Company shall 
be sold by Dealer as the respective trademarked or branded Sunoco products, 
and when so sold, shall not be adulterated, mixed or blended by Dealer with any 
other substance before delivery to consumers. Company, at any and all times, 
shall have the right to enter upon the above premises and inspect any equip- 
ment used for storing and dispensing Sunoco products, to test and take samples of 
the products of Company offered for sale by Dealer, and to make any repairs to 
any of Company’s equipment or signs which it may deem advisable, although not 
required to do so hereunder. 
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14. Defaults and remedies.—If, during the term of this agreement or any ex 
tension thereof, Dealer shall sell or abandon his business on said premises or 
assign this agreement without Company’s consent, or shall be evicted from th« 
possession of said premises, or shall mix, blend or adulterate any of Company's 
trademarked or branded products by or with any other substances before de- 
livery to consumers, or if attachment, execution or like process shall be made 
or issued against Dealer, Company shall have the right, upon twenty-four hours’ 
written notice to Dealer, to terminate this agreement, and if said agreement 
shall be so terminated during the first year of the term of this agreement, then 
Dealer shall repay to Company the amount expended by Company in installing 
Company’s equipment on above described premises. 

It is understood and agreed, subject to the provisions of Paragraph 17, that 
if, during any two calendar months within any twelve-month period of the term 
of this agreement, or any renewal thereof, Dealer shall fail or refuse to purchase 
the minimum quantities of Company’s gasoline, or Company’s motor oils and 
lubricants, as herein provided, then Company may declare this agreement terini- 
nated and cancelled by giving written notice thereof to Dealer. 

It is also understood and agreed, subject to the provisions of Paragraph 17, 
that if, during any two calendar months within any twelve-month period of the 
term of this agreement, or any renewal thereof, Company shall fail or refuse to 
deliver Dealer’s orders for Company’s gasoline within the limits of said minimum 
and maximum quantities, as herein provided, then Dealer may declare this agree- 
ment terminated and cancelled by giving written notice thereof to Company. 

Upon the termination of this agreement, Dealer agrees that Company may 
lawfully enter upon the premises where the equipment and signs of Company are 
installed and repossess same, using such force as may be necessary to effect such 
repossession, without thereby incurring any responsibility for damages resulting 
therefrom. At option of Company it shall be lawful to file this agreement, or a 
copy of same, in any Court together with affidavit of default, and to enter in such 
Court such amicable action as may be best adapted for recovery of said equip- 
ment, without security or bond given, and any attorney is hereby authorized to 
sign said amicable action for Dealer, and also to appear and confess judgment 
against Dealer in said action; and the Clerk of said Court is hereby authorized 
by Dealer to enter such action and confession of judgment, and issue such writs 
as are necessary to enable Company to obtain possession of said equipment and 
signs. 

15. Non-wairer.—Should Company or Dealer at any time temporarily waive o1 
fail to enforce any of the terms, covenants, or provisions of this agreement, such 
temporary waiver or failure to enforce shall not operate against the Company or 
Dealer to extinguish or render ineffectual the provision, condition or covenant so 
waived or left unenforced, but the same shall remain in full force and effect 
notwithstanding such waiver or failure to enforce. Neither such a waiver nor 
such a failure to enforce shall affect Company’s right to collect, by suit or other 
wise, any sums due Company for gasoline, motor oils or lubricants sold and de 
livered to Dealer, or to enjoin the Dealer from violating any covenant herein or 
to recover any property of the Company. 

16. Separability of provisions.—It is the intentions of the parties hereto that 
if this agreement and all of its provisions cannot be enforced because of the judg- 
ment of any Court of competent jurisdiction holding void any part or parts 
thereof, the remaining provisions of this agreement shall be given full force and 
effect as completely as if the part or parts held void had not been included herein. 

17. Deliveries delayed or prevented.—Company shall not be obligated to deliver 
Sunoco products or be liable in damages or otherwise when deliveries of Sunoco 
products are delayed or prevented by fire, flood, war, civil commotion, riot, strike, 
or blockade, failure of carriers to transport or furnish facilities for transporta- 
tion or for delay or failure to deliver when the stocks of Sunoco products or the 
facilities of production, manufacture, transportation or distribution otherwise 
available to Company are impaired or restricted by an order, requisition or emer 
gency of any Governmental or acting Governmental authority or when such delay 
or failure is due to any cause beyond the control of Company whether similar or 
dissimilar from causes herein enumerated, and Dealer shall not be obligated to 
take delivery of Sunoco products if unable to operate the business of Dealer upon 
said premises by reason of fire, flood, war, civil commotion, riot, strike, blockade, 
or other cause beyond the control of Dealer. 

18. Leaded gasoline.—Dealer agrees to handle, disrtibute, and sell any gasoline 
purchased hereunéer which contains tetraethyl lead in accordance with all health 
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:nd label requirements of any Governmental agency, vf the supplier of tetraethy! 
ead, and of the Company. 

In Wrrness WHEREOF the parties have hereunto set their hands and seals the 
lay and year first above written. 

Dealer : 

on { BE 
SUN O1rn~ COMPANY 


District Manage 
Witnesses: 


OW NER’S CONSENT AND WAIVER 


The undersigned, owner or owners of the within described premises, for and 
in consideration of One Dollar in hand paid by the Sun Oil Company, receipt of 
which is’ hereby acknowledged, hereby consent to the making of the within agree- 
ment, and agree that in the event of the failure of the Dealer as Lessee under 
wy or our lease to pay the rent or perform any other condition therein reserved, 
|, or we, will give the Sun Oil Company fifteen (15) days’ written notice of said 
lefault, and I, or we, further agree that the signs and equipment ned b 


Sun Oil Company and loaned to Dealer and which are now or hereafter erected 
or installed on said premises shall be considered as personality or trade fixtures 
and may at any time be removed from said premises by Sun Oil Company, and I 
or we, hereby waive and release any and all right to hold or levy on same or any 
part thereof for rent or in any other wise. 

Signed, Sealed, Acknowledged and Delivered in the presence of : 


APPENDIX VII (b) 
EXHIBIT A 
COMPETITION IN THE OIL INDUSTRY 
(Sun Oil Co., Philadelphia, Pa.) 


A CASE STUDY IN OIL COMPETITION AND PRICE DETERMINATION 


Section Three 


Sun Oil Co. has often been accused of starting price wars. In view of these 
.ccusations, and because price wars are an interesting and significant aspect of 
retail gasoline pricing, we will make a close examination of one such war. The 
New Jersey war of 1950 has been chosen because it is typical and because it re- 
ceived a great amount of publicity and is somewhat familiar to many of us. 

Let’s first examine the background of supply and demand for gasoline as it de- 
veloped during the 10 years previous to the 1950 war. 

As we know, the oil industry expanded its refining capacity during World War 
Il to meet military demands. 

After the war, the Armed Forces used less gasoline, but this decrease in demand 
was offset by an increase in consumer demand when gasoline rationing was re- 
moved. Many more cars were produced and sold and people did a lot of postponed 
traveling when more gasoline became available. Demand continued to grow 
during the postwar period and oil companies were encouraged to expand refining 
capacity at an accelerated rate. 

By 1950 some refineries had expanded to such a degree that their increased 
capacity could produce gasoline in excess of their ability to market through their 
existing channels of distribution. Such companies had the alternatives of either 
trying for a larger share of the business in their usual marketing areas or at- 
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tempting to market in new areas. We will use one of these companies to illustrate 
how competition in gasoline marketing may develop into a price war. - 

Unknown as a competitor in New Jersey until 1946, the California Oil Co., a 
subsidiary of the Standard Oil Company of California, fought its way into the 
market until, by 1950, it ranked 10th in position and was ahead of such long- 
established companies as Shell, Sinclair, and Richfield. The success of this com- 
pany in entering and establishing itself in New Jersey is evidence of freedom to 
enter the gasoline market. 

The California Oil Co. was trying to break into a new market, and with this 
end in view it had purchased a refinery in New Jersey. 

There are numerous ways for a company to break into a gasoline marketing 
area. The main alternatives are: 

To come in gradually—building or leasing one or a few service stations at a 
time, selling gasoline at prevailing prices. 

Persuading jobbers and distributors of other companies to switch to its brand, 
often by offering special price inducements. 

To buy out a jobber who has been selling the company’s products under his 
own label and to put the company’s own brand name on his facilities. 

Building or leasing stations in the area and underpricing gasoline to obtain a 
share of the market quickly. 

Evidently this company decided to break into the market fast, for it signed 
up a number of jobbers and distributors. 

Before proceeding further it might be well to note a few of the reasons why 
New Jersey was a particularly attractive market. 

New Jersey dealers enjoyed a relatively high operating margin or “spread” 
on gasoline sales. In 1949 their margin was 5.6 cents per gallon compared to 
a national average of 5.2 cents. 

State taxes were 1 cent per gallon lower in New Jersey than in Pennsylvania 
and New York. 

Prices were somewhat lower in New Jersey and a high percentage of out-of- 
State sales could be expected for a high-volume, through-traffic situation. 

Passenger car registration in New Jersey was exceptionally high. In 1949, 
the average pasSenger car registration in the United States was 12 cars per 
square mile; in New York it was 61; in Pennsylvania, 51; but in New Jersey it 
was 161. 

Generally speaking, from the end of the war until about 1950 normal price 
differentials were maintained in the State of New Jersey. Dynafuel and regular 
gasoline sold usually at 2 cents below premium grade—local brand gasoline at 
2 cents per gallon below regular. The output of all suppliers, when added to- 
gether, was able to take care of consumer demand. 

Because premium gasoline prices would complicate our study without adding 
significantly to our understanding of price wars we will not include them in 
our discussion. 

Without showing premium gasoline prices, the average prevailing retail gaso- 
line prices in New Jersey in early 1950 looked something like this. 
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Note that these were the generally prevailing prices. At all times variations 
in gasoline prices are to be found. 

In late April of 1950, a new multipump service station opened at Paramus, 
N. J., on a heavily traveled highway leading to New York over the George 
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Washington Bridge. The area we are talking about is shown on map No. 1 
(Note that the highway route numbers on the maps are not the present day New 
Jersey numbers in some instances but are those by which the various highways 
he were designated in 1950.) ; 
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Map 1.—Extent of price war, April 1, 1950 
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The service station sold a locally branded gasoline called Rein at a price of 
20.4 cents per gallon. 

The dealer, Reingold, had sold Calso (the brand name of Standard Oil of 
California’s gasoline) at less than fair-trade prices in 1949. Fair-trade laws 
are statutes of various States permitting resale price agreements by which the 
retailers are required to maintain specified prices on certain commodities. Such 
agreements were originally held invalid by the courts but State legislation 
subsequently validated them, and the Congress passed the Miller-Tydings Act 
in 1937 to exempt such agreements from the provisions of the Sherman Antitrust 
Act. In 1951 the United States Supreme Court held that the Miller-Tydings 
Act affected only those retailers who signed price agreements and did not contro! 
the action of nonsigners who were presumably free to “cut” prices. To remedy 
this loophole the Congress passed the McGuire Act in July 1952. This pre- 
sumably makes it possible for the 45 States with fair-trade laws (1953) to 
compel general adherence by retailers to these laws. 

Under the provisions of law, the California Oil Co. appealed to the courts to 
enjoin Reingold from selling Calso gasoline at less than the established fair- 
trade prices. As a result, Reingold ceased calling its gasoline Calso, continued 
purchasing from the California Oil Co., but renamed its gasoline Rein—and 
continued the policy of underselling the market. 

There would be several reasons why the Reingold multipump service station at 
Paramus could offer Rein gasoline to consumers at a price well below the gen- 
erally prevailing level. It would be partially because of the savings that come 
from operating a multipump station, but the primary reason would be that it was 
able to buy gasoline at a lower price from its supplier. 

The impact of this station with its reduced prices was quickly felt by local 
competition. It appears strange that the California Oil Co. would supply Rein 
gasoline at a price so much lower than Calsc. However, the decrease of Calso 
gallonage in the local area would be offset a great number of times by the in- 
crease in Rein sales. And the great increase in California Oil Co. business would 
be only slightly at the expense of Calso—mostly at the expense of other estab- 
lished brands. 

We can trace the sequence of events by looking at what happened to a nearby 
Sunoco station on route No. 17 which had been in operation since December 1949. 

Its operator was an athlete of local fame and an exceptionally popular, com- 
petent, and personable young man. He had been trained in the operation of 
service stations. The station was of the latest Sunoco design, had excellent 
frontage and visibility, and was considered to be well located. All the require- 
ments for success seemed present in this enterprise. 

In his opening month the operator sold 10,230 gallons of gasoline, and then, as 
had been anticipated in view of the relative lack of travel on route No. 17 during 
the winter months, his gallonage fell to around 5,000 per month during January, 
February, and March. With the coming of spring and particularly with the com- 
ing of Sunoco’s new gasoline, Blue Sunoco, to replace Dynafuel, the operator ex- 
pected a marked increase in his sales in April. 

As he had hoped, daily sales in his station started increasing during April. He 
began the month by selling at a rate of about 18,000 gallons a month. The price 
at that time was 24.3 cents. 

Things were looking bright for the new operator—and then Rein Motors 
opened its multipump station half a mile down the road. The dealer’s new found 
prosperity crumpled. His gallonage begain falling rapidly and in spite of the 
excellent start for the month he sold only about 5,000 gallons during April. 

Day by day his business continued to slump. Finally the day arrived when his 
gasoline sales amounted to exactly 35 gallons. His gross operating margin from 
gasoline sales that day was $1.96. 

Other operators of nearby conventional stations were feeling the pressure, too 
Esso made a move to help its local dealer with a third grade of gasoline to be 
sold at prices as low as those of the new Rein station. A Gulf station in the 
vicinity lowered its prices on regular gasoline to be nearer the price of the multi- 
pump cut-rate station. Soon a Texaco dealer did the same thing. 

Faced with this competition the Sunoco dealer decided to quit the service-sta- 
tion business. 

Sun’s marketing representatives persuaded the owner to remain in business 
and suggested he lower his price so that it would be only 1.5 cents higher than 
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that of the multipump station. He did this even though his margin was reduced 
from 5.6 cents to 3.2 cents. 


The price picture now looked like this. 
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Motorists using the heavily traveled route No. 17 deferred their purchases in 

other areas to take advantage of the lower gasoline prices in the Paramus area. 
The Sunoco station’s monthly gallonage increased like this. 


Other Sunoco dealers in the Paramus area had felt the tremendous competi- 
tion of the multipump station, but the one in this story was the first Sunoco 
dealer in New Jersey to be forced to meet the competition of these new stations. 

When the conventional dealers near the Paramus area chose to reduce their 
prices to meet this new competition, rather than lose their business, a price war 
was underway. 

Meanwhile, a different situation had developed at Linden. There the Houston 
Petroleum Co. had opened a multipump station in December of 1949 under the 
brand name Save Way. It immediately undersold the market and began doing 
a volume of business in the neighborhood of half a million gallons a month. 

While this was going on a strong local dealers’ organization secured agreement 
from member dealers not to reduce prices. This agreement held until June 1950, 
giving the Save Way station an opportunity to entrench itself in the market, 
and then broke down. Prices dropped immediately. 

During this time, additional multipump stations began to appear. The Houston 
Petroleum Co. opened its second multipump station in Camden on the Admiral 
Wilson Boulevard bearing heavy traffic between Philadelphia and the New Jersey 
seashore. Its price for regular grade gasoline was 20.3 cents per gallon. 
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By July 15 the price war was on in Paramus, Linden, and Camden as shown on 
map No. 2. 
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Map 2.—Extent of price war, July 15, 1950 
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Within a few hours of the Camden price reduction by Save Way, a nearby 
Sunoco station—1 of 5 company owned and operated stations in the State of 
New Jersey—lowered the price of its gasoline to 21.3 cents per gallon. 

When Sun was forced to lower its gasoline price at its company-operated sta- 
tion to meet this competition, it was put in the position of underselling its nearby 
independent Sunoco dealers. To remedy this situation, Sun officials adopted a 
policy of granting allowances to affected dealers so that they would be operating 
with at least a 3-cent margin (later advanced to 3.5 cents). 

An offer to reduce the wholesale price of gasoline was made without discrimina- 
tion to Sunoco dealers who could show that they were forced to lower their 
retail price in order to keep local competition from taking their business away 
from them. Sun’s “voluntary allowance” system means that the company 
lowers prices to its dealers when necessary so that they can meet competition if 
they so elect. 

Sun does not insist that they drop their retail prices even though they are 
receiving the benefit of the voluntary allowance. The allowances are granted 
to all dealers in the affected area. The amount of the allowance is greatest 
near the center of an area of depressed prices and is reduced, on a sliding scale, 
toward the fringes of such an area. The voluntary allowance system is not the 
same as a reduction in tank-wagon prices which would reduce the wholesale 
price equally throughout the entire marketing area. 

As explained by Sun’s general sales manager, the company, recognizing its 
mutuality of interests with its dealers, intends to help them protect their busi- 
ness. At the same time the company is protecting its dealer organization, which 
is, after all, a highly valuable asset. 

Other companies, such as the Atlantic Refining Co., finding themselves in simi- 
lar situations, adopted a similar plan. There is no written record of what other 
integrated companies did with respect to granting allowances to their dealers, 
although it is generally thought that the practice spread and was eventually 
adopted by most and possibly all of them. 

While this was going on in Camden, Rein Motors in Paramus, on July 26, 1950, 
reduced their price to 19.9 cents and on the same day the Sun dealer and many 
others in the vicinity dropped their price to 20.9 cents. 

This is as far as we will analyze the price war at the individual station level. 
The various stations raised and lowered their prices periodically until December. 
The next interesting aspect of a price war is the manner in which it spreads. 

Prices in a “war” such as this do not increase or decrease in a large area 
instantaneously. Retail price changes are made by individual station operators, 
whose decisions are based on their interpretation of market conditions. Prices 
at different service stations act much like a tipped-over row of dominoes. The 
price at one doesn’t usually fall until the prices at nearby stations fall. But this 
price movement is also fluid. Sometimes it flows around one or more stations 
whose operators think it might be more profitable for them to maintain their 
prices at past levels, even though that may mean reduction in sales. 

The price war was spreading, and by August 1, 1950, the affected areas were 
about as shown on Map No. 3. 
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Map 3.—Extent of price war, August 1, 1950. 
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During the month of August the “war” continued to grow in intensity and 
dealers began searching for ways of relieving the situation. A whole series of 
things happened. 

The New Jersey Gasoline Retailers’ Association threatened a triple damage 
suit against Sun Oil Co., but the suit was never filed. 

Twenty-one hundred dealers held a mass meeting and decided to close their 
stations in protest. 

The first day of the shutdown about 3,000 of the State’s 10,000 stations were 
closed. Groups of operators from the closed stations tried to force others to close 
by preventing them from doing a normal business. With their cars in lines the 
groups blocked the driveways of the open stations, buying single gallons of 
gasoline, demanding plenty of service, and by as many delays as possible keeping 
legitimate purchasers from the pumps. 

By noon of the second day it was apparent that the shutdown was not snowball- 
ing as planned. But it did bring about a recommendation from state officials 
that the governor appoint a commission to investigate gasoline prices in New 
Jersey. Some of the stations reopened at a price of 24.7 cents per gallon. Some 
additional dealers went along with the price boost, but the multipump stations 
continued to sell at their previously low prices. 

At the close of the shutdown, the New Jersey Gasoline Retailers’ Association 
made another of a series of attempts to dictate the price, urging members this 
time to reopen with a price of 24.7 cents. Many members who had not joined 
the shutdown boosted their prices at the same time. But others continued selling 
at lower prices, and in a few days the price war was again in full swing. 
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By September 1 the situation had developed as shown on map No. 4. 





Mar 4.—Extent of price war, September 1, 1950. 
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Note that the area around Paramus is shown as clear, while a whole new 
area in southern New Jersey has become affected. This reflects the manner in 
which depressed price areas appear and disappear as individual dealers reap- 
praise the situation in terms of their own business and attempt to adjust their 
own prices accordingly. Stations in southern New Jersey, it may be noted, depend 
heavily in the summertime upon traffic between the Philadelphia-Baltimore 
area and the New Jersey coast. Their business, of course, was affected by the 
low gasoline prices in the Camden area, and by September 1 their local market 
broke as a consequence. On the other hand, in northern New Jersey, after having 
posted depressed prices for a number of weeks, many dealers apparently thought 
the time had come to test the market to see if it would sustain a higher pr 

The maps are based on generally prevailing price levels. The fact that an area 
is shown as having cleared does not mean that every station in that area has 
raised its price to previous levels, but only that, in the judgment of the person 
preparing the map, a sufficient number have done so, and that, taken as a whole, 
the area is no longer characterized by depressed prices. 

By the middle of September, the price war was more intense than ever. By 
September 27 the price of regular gasoline was 18.9 cents throughout most of 
northern New Jersey and around the Camden area. 

At Linden a group of dealers belonging to the New Jersey Gasoline Retailers’ 
Association earlier had formed the Automotive Products Credit Association, an 
association to build a multipump station next to the Save Way station and thus 
offer the latter direct price competition. The association station opened on 
August 25. On that date Save Way was selling gasoline at 19.9 cents per gallon. 
Automotive Products Credit Association offered gasoline at 18.9 cents. Save Way 
responded with a price of 17.9 cents. To protect their gallonage other dealers 
then reduced their prices accordingly. This type of price action, in which one 
seller reduces a price and another retaliates with a further reduction, is common 
to price war situations. 

The governor’s committee announced during the month that it could see little 
hope of an early termination of the price war. By the first of October the “war” 
had spread until it looked like map No. 5. 
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Map 5.—Extent of price war, October 1, 1950. 


By October 1 the “war” engulfed all of Newark, Camden and the southern area, 
and was spreading in Trenton. 

October saw little progress made by the various groups trying to bring about 
an end to the price war. The New Jersey Gasoline Retailers’ Association stated 
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flatly that they were without a program, and the governor's committee had al- 
ready said that they could see little or no hope for the end of the situation. 
For weeks, fluctuating prices continued, and by late October it was estimated 
that 90 percent of the stations in the State of New Jersey were involved. 
Map No. 6 shows the picture as it looked on November 1. 


Map 6.—Pxtent of price war, November 1, 1950. 
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In November, the New Jersey Gasoline Retailers’ Association executive secre- 
tary announced to the press what must have been the result of very careful 
negotiations among the dealers. He forecast that on November 16 the price 
of gasoline would rise to 24.9 cents per gallon. Local brand dealers, he re- 
portedly said, would market their product about 2 cents below the price of the 
regular branded product. On this date, November 16, about 85 percent of the 
stations in northern New Jersey raised their prices. 

A similar settlement took place in southern New Jersey in December. 

By the middle of December, prices in the entire State had pretty well stabilized 
as shown on the following chart: 


REIN 


Thus did the New Jersey 1950 gasoline price war end, but only temporarily— 
for later outbreaks were to prove over again that the free market cannot be 
dictated. 

To review a little—we have seen that price wars are caused basically by an 
overbalance of supply in relation to demand. Among the immediate causes could 
be: 

1. Entry of an aggressive new supplier into the market. 

2. More efficient methods of distribution resulting in savings which are passed 
along to customers. 

3. Undercover cutting of tank-wagon prices to distributors. 

In a price war suppliers have a definite interest in how their dealers fare. 
They cannot afford to have their dealer organization disrupted. They must sup- 
port their dealers or they may find that the market position of their branded 
products is damaged during the war. 

Why were the attempts of the New Jersey Gasoline Retailers’ Association to 
set the price not successful while the war was running its course? 

Each dealer must first think of his own business. Therefore, some will not 
be bound by agreements. When those who offer lower prices begin taking a large 
share of the business, the other dealers find that the agreement works to their 
own disadvantage and so the agreement breaks down. 

Were the multipump stations aided or hurt by the New Jersey Gasoline Re- 
tailers’ Association attempts to hold up prices? 

They were aided, for they had time to acquaint motorists with their products 
and to build up large volumes on the basis of their price advantage. Such a policy 
always proves to be shortsighted as long as there is freedom of entry. 

The lowest prices in price wars do not usually reflect the balancing of supply 
and demand. In such situations the prices sometimes drop so low that both the 
suppliers and the dealers lose money. In some instances, gasoline prices have 
dropped below the price of crude oil. Apparently a momentum is set up which 
carries price levels below that which would be “proper” to correct an unbalance 
of supply and demand. 

Price wars, as we have seen, are the result of vigorous competition in a free 
market. They have some harmful consequences, such as the possible disruption 
of a supplier’s dealer organization, but, at the same time they serve the useful 
economic function of correcting oversupply situations. It should be noted that 
competitive pricing of gasoline does not necessarily lead to price wars. Competi- 
tive pricing occurs every day in every local market, many of which do not become 
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involved in price wars. Regardless of whether or not price wars occur, the im 
portant thing is that the market remain free so that it can respond to the forces 
of supply and demand and in that way assure consumers of the best values com 
petitive sellers can make available. 


APPENDIX VIII 
(MATERIAL SUBMITTED BY THE 7 
APPENDIX VIII 


Tuer Texas Co., 
New "oO a } , Ja iuary Y, 1956 
Hon. H. H. HUMPHREY, 
The United States Senate, 
Washington, D. C. 

DeaR SENATOR HUMPHREY: Enclosed are revised answers to questionnaire of 
December 6, 1954, which you requested be sent to you to be made part of the 
record in the hearings of your Subcommittee on Retailing, Distribution, and Fair 
Trade Practices. According to my understanding at the time of my appearance 
before your subcommittee in Washington on December 16, 1955, these revised 
answers are to be substituted for the answers we originally filed. I shall appre- 
ciate the return of the original answers to me. 

At the time of my appearance, Mr. A. B. Steed, of our legal department, agreed 
to furnish to your subcommittee an excerpt from the Texas Co.'s reply brief in 
the Enterprise case, which is also enclosed. 

If these enclosures are not fully satisfactory for your purposes I shall greatly 
appreciate your advising me. 

Cordially yours, 
S. C. BARTLETT. 


JANUARY 9, 1956. 


ANSWERS OF THE TEXAS COMPANY TO THE QUESTIONNAIRE OF SENATE SELECT 
COMMITTEE ON SMALL BUSINESS RELATING TO NEW JERSEY 


The information in this questionnaire is furnished as of October 31, 1954, 
the most recent date for which all necessary data was available when the infor- 
mation was compiled. Stations and other establishments to which gasoline and 
petroleum products were regularly sold and delivered by the Texas Co. have been 
considered “regularly served” in answering the questionnaire. Each of the 
questions or inquiries of the committee is set forth below and is followed by the 
answer of the company. 

1. Give the number of gasoline service stations and other establishments 
retailing petroleum products which are regularly served by your company. An- 
swer: 706. The company also sells and delivers to other retail establishments, 
such as automobile agencies purchasing gasoline only for consumption, but since 
such other establishments do not purchase gasoline for resale at retail these have 
not been included. 

(a) How many of these retail outlets are operated by lessee dealers of your 
company? Answer: 428. 

(b) How many of these retail outlets are operated by employees of your com- 
pany? Answer: None. 

(c) How many of these retail outlets are operated by commissioned agents 
of your company? Answer: None. 

(d) How many of these retail outlets are independently owned and operated 
by persons whose only relationship to your company is that of customer to sup- 
plier? Answer: 278 operated. The company does not maintain a current record 
of the number of persons independently owning stations operated by them. See 
also answer to question 2 (b) below. 

(e) How many of these retail outlets are operated on a basis other than those 
described in parts (a), (b), (c), and (d) of this question? Describe every such 
a category, and give number of retail outlets included in each. Answer: 
None. 
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(f) For each category enumerated above, give total gasoline gallonage deliv- 
ered by your company. Answer: Category 1 (a), 5,245,128 gallons (during 
October 1954) ; category 1 (d), 1,491,642 gallons (during October 1954.) 

2. Of those retail outlets included in your answer to question 1 above: 

(a) How many are served by your company-owned distributors? Answer: We 
have no company-owned distributors. 

(b) How many are served by commissioned agents of your company? Answer: 
The company does not use the term “commissioned agent,” but does have one 
“consignee” in New Jersey. This consignee delivers products consigned to him 
by the company to 37 retail outlets, which are not included in the 706 outlets 
referred to in our answer to question 1 above; 7 of these 37 retail outlets are 
independently operated by lessee dealers of the company, and 30 are independ- 
ently operated by dealers with whom we have only sales contracts. See also 
answers to questions 1 (a) and 1 (d), above, and answer to question 3 below. 

(c) How many are served through independently owned and operated jobbers? 
Answer: The company does not operate through independent jobbers. However, 
in order to answer fully, we have assumed this phrase is intended to also include 
our independent distributors. As of June 30, 1954, the date of the company’s most 
recent record concerning this matter, independent distributors purchasing petro- 
leum products from the company sold and delivered gasoline and other petroleum 
products to 259 service stations and other retail establishments, which are not 
included in the 706 retail outlets referred to in the answer to question 1 above. 

(d) How many are served through wholesalers falling in none of the foregoing 
categories? Describe the different categories in which such retail outlets fall, 
and give number of outlets in each. Answer: In addition to the foregoing cate- 
gories, the company also sells to a type of independent wholesaler called a peddler, 
who does not fall into the category of either distributor or consignee. A peddler’s 
business is generally confined to serving small consuming accounts. These ped- 
dlers may also sell and deliver comparatively small quantities of product at a 
time to service-station operators but the company does not maintain a record of 
the number of service stations and other establishments to which such products 
are sold. 

(e) Give total gasoline gallonage delivered by your company to outlets in- 
cluded in each of the categories enumerated above. Answer: Category 2 (a), 
none; category 2 (b), none, but during October 1954, 114,676 gallons of gasoline 
were delivered by the consignee mentioned above in category 2 (b), to the 37 
service stations served by him; category 2 (c), none: category 2 (¢), none. 
Most of the Texaco gasoline resold at retail in New Jersey is delivered to the 
independently operated retail outlets through salary-operated bulk plants or ter- 
minals of the company, but the company itself does not deliver any gasoline to 
retail outlets served by its independent distributors or by the company’s con- 
signee. 

8. Give the number of gasoline service stations which are leased or subleased 
by your company to dealers or independent operators. Answer: 435, including 7 
to which deliveries are made by the company’s consignee mentioned in the answer 
to question 2 (b) above. All these lessees independently operate these service 
stations. 

(a) For how many of these units is all of the realty owned by your company? 
Answer : 60. 

(b) For how many of these units is only the building or buildings owned by 
your company? Answer: 21. 

(c) How many of these units are leased by your company from their owners? 
Answer: Lend only is leased in the case of 21 units; see 3 (b) above. Land 
and improvements are leased in the case of 354 units. 

4. (a) How many of your lessee dealers are a party to more than one service 
station lease agreement with your company? Answer: 6. 

(b) How many are a party to more than five such agreements? Answer: 
None. 

5. (a) How many of your lessee dealers pay a rental based entirely upon 
their gasoline gallonage? Answer: 88, including 7 to whom deliveries were made 
by consignee mentioned in 2 (b) above. 

(b) How many pay only a flat-sum rental to your company? Answer: 62. 

(c) How many pay a rental which is determined by a combination of the flat- 
sum method and the gallonage method? Answer : 285. 

(d) What other methods of determining rental are used by your company? 
Describe each method and give number of lessee dealers subject to each. Answer: 
None. 
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(e) Furnish a specimen copy of each of the different dealer-lease agreement 
forms used by your company. Auswer: Form G-77C attached. 
form of dealer lease agreement used by the company. 

6. Describe how your company customarily determines the rental that is 
to be changed for service-station locations. Answer: As to the service-station 
premises owned by the company or leased by it from third persons and then 
leased to a dealer, the company customarily charges a combination flat and 
gallonage rental. 

The flat rental is usually determined by the class of facilities leased and the 
company’s considered estimate of the station’s potential gasoline gallonage. 
Such flat rental is generally equal to the total of (1) the amount charged for 
the office of the service-station building, which will vary depending upon the 
type of the service-station structure; (2) the amount charged for each bay 
of the service-station structure; and (3) an amount of 1% cents for each gallon 
of 70 percent of the monthly gasoline gallonage the company estimates will be 
sold at the station. 

The gallonage rental generally amounts to 1 cent per gallon on the remaining 
39 percent of the station’s estimated monthly gallonage and an additional smaller 
amount for each gallon in excess of such estimate. This may or may not be 
realized by the company, depending upon the station’s volume of gasoline busi 
ness. 

Dealers who own or lease service-station premises from the owner and then 
lease them to us are charged either a flat or gallonage rental which is determined 
through negotiation with the dealer. 

7. Does your company have a supply contract in effect with every retail outlet 
which it regularly serves with gasoline or other petroleum products? If it does 
not, give the number of outlets so excepted. Also, provide specimen copies of 
the different supply-contract forms used for retail outlets. Answer: Sales con- 
tracts in effect with all retail outlets except 13. Also, petroleum products other 
than gasoline occasionally delivered to a relatively few retail outlets without a 
supply contract. Specimen copy of our form 207—-D attached is only form of 
sales contract used by company for retail outlets. 

8. Give the number of your company’s gasoline customers reselling at retail 
who are regularly supplied in tank-car or larger quantities. Answer: None. 

(a) How many of your gasoline customers reselling at retail are classified 
by your company as tank-car or truck-transport purchasers? Answer: None. 

(b) How many of your gasoline customers reselling at retail are classified 
by your company as tank-wagon purchasers? Answer: 706, plus the 37 dealers 
to whom our consignee makes deliveries. 

(c) For those customers included in your answers to parts (@) and (b) 
of this question, what was the total gallonage delivered to each category? An- 
swer: None to category 8 (a) ; 6,851,446 gallons of gasoline delivered to category 
8 (b) in October 1954. 

9. Give the number of service stations or other establishments retailing gaso- 
line which were operated by your lessee dealers in January of 1952. Anwer: 417. 

How many of such units have been changed to commissioned agent-operated 
stations since that time? Answer: None. 

10. Give the annual rate of turnover among your lessee dealers for the years 
1952, 1953, and 1954. Answer: 1952, 76 lessee dealers; 1953, 100 lessee dealers ; 
1954, 75 lessee dealers, first 10 months. 

Several of these service-station premises changed hands several times in 1 year 
for a variety of reasons, such as a sale by a dealer of his business, a dealer's 
death, retirement of a dealer from business, and other usual causes. All such 
changes are included above. 

11. Give the number of service statiors served by your company which also 
handle the branded gasoline of a competitive oil company. Answer: 5. 

12. Give the number of service stations selling your gasoline under private 
brand names. Answer: None. 

13. Give the number of gasoline service stations and other establishments re- 
tailing petroleum products which have received from your company during this 
year of 1954 each of the following benefits : 

(a) A voluntary discount from posted prices. Answer: All automotive gaso- 
line dealers (722) were approved to receive general voluntary allowances at some 
time during the year. This figure includes those accounts served directly by us 
and by our consignee, but excludes 21 marine and aviation dealers. A substantial 
number of these outlets are also included in category 13 (b) below but at no 
time were benefits under both categories concurrently received. 


This is the only 
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(bv) A rebate of part of the purchase price of gasoline. Answer: 570 allow- 
ances to service stations during 1954. <A substantial number of these outlets are 
also included in category 13 (@) above, but at no time were benefits in both cate- 
gories concurrently received. 

(c) A pecuniary allowance which may be applied toward the purchase of 
petroleum products. Answer: None. 

(d) A sign rental. Answer: None. 

(e) Other compensation paid retail outlets for promotion of your company’s 
brand name. Answer: None. 

14. Describe the purpose for which each category of benefits enumerated in 
question 13 was paid. Answer: The benefits enumerated in category 13 (a) 
were granted to meet identical benefits granted by competitive suppliers, after 
we had investigated and satisfied ourselves as to the existence of competitive 
conditions requiring such benefits. 

The benefits enumerated in category 13 (b) were granted to Texaco dealers 
after receipt .of specific requests to assist them in meeting strong competitive 
conditions, usually resulting from gasoline retail price wars in their particular 
trade areas. These dealers are independent businessmen operating their own 
businesses. The company knows, however, that to be successful the Texaco 
dealer must be competitive, and that, if he fails to meet the price of his competitor, 
his gallonage—and, therefore, his opportunity to do business profitably—will 
suffer. When a dealer finds himself faced with the competition of lower prices, 
he sometimes turns to us for assistance, believing that it is impossible for him 
to sell his gasoline at a reasonable profit and meet his competitor’s lower prices 
unless our company makes some adjustment in its price to him. We investigate 
the circumstances of the dealer’s competitive problem and, where it appears that 
he cannot meet his competition and operate profitably, we give him a temporary 
per gallon allowance to assist him to do so. 


(Exhibit for Question 5 (e)) 


LEASE 


AGREEMENT dated the day of , 19____, by and be- 

tween THE TExAs CoMPANY, a Delaware corporation, having a place of business 
(lessor) and 
(lessee) 

WITNESSETH : 

(1) Premises leased.—Lessor does hereby lease and permit lessee to enter 
upon, use and occupy for the purposes and on the conditions herein set forth 
the following described property situated in the City of 
County of , State of , described as follows: 


ties owned or leased by lessor as may now be on said premises or as lessor may 
hereafter, during the continuance of this lease, erect or place thereon. 

(2) Term.—tThis lease shall remain in full force and effect for a period of one 
(1) year beginning and ending 
thereafter from year to year, subject to termination by either party at the end 
of the first year or any subsequent year on ten (10) days’ prior written notice; 
but subject always to the condition that if lessor is holding said premises under 
lease from a third party, said term shall not continue beyond the date of lessor’s 
tenancy, which tenancy may terminate by failure to renew or extend the term of 
said lease at the expiration or concellation thereof or by a voluntary surrender of 
lessor’s rights, it being understood that lessor shall have full and complete 
freedom to cancel and terminate its said tenancy without the consent of lessee 
and shall be under no obligation to exercise any option it may have to renew or 
extend the term of any lease under which it holds or may hold said premises or 
to exercise any option of purchase of said premises which it may hold. 

(3) Rental.—Lessee agrees to pay to the lessor, as rent for the use of the above 
described premises : 
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Strike out inapplicable provision 


(a) A sum of $ per month payable in advance, on the first day of 
each and every month; or, 

(6) A sum of $ per month, plus cents per gallon for each gal- 
lon of gasoline delivered to the demised premises for resale in excess of —- 
gallons per month, such rental to be payable on the 15th day of « 
lowing the month for which the rental is due; or, 

(c) 

(4) Use.—Lessee shall use the said premises and the buildings, improvements 
and facilities thereon primarily for the operation of a 


‘ hy 
“ate 


£asoine service station 
and the sale of automobile accessories; but in no event shall said premises be 
used for any unlawful or offensive purpose. Lessee shall not suffer or permit the 
said premises to be vacant or unattended for any period in excess of 48 hours. 

(5) Maintenance.—Lessee shall, during the term of this agreement, maintain 
the said premises, buildings and equipment, in good repair and in a clean, safe 
and healthful condition. In event of lessee’s failure so to do, the lessor may 
make the necessary repairs for the account of lessee. Lessee shall make 1 
change, alteration or substitution in the demised premises, buildings or « 
ment, except such as may be necessary to enable lessee to continue business on 
said premises, unless the consent in writing of lessor be first obtained 

(6) Licenses, etc.—Lessee shall obtain all necessary licenses or permits to do 
business on the leased premises, which may be required by any municipal or 
dinances, state law or regulation, governmental authority, or otherwise, and shall 
pay all fees in connection therewith as well as fees imposed by reason of inspec- 
tions of the leased premises or the equipment situated thereon 

(7) Re-delivery.—Upon the expiration of this agreement or the termination 
thereof, lessee shall yield up and return to lessor the said premises and all the 
said buildings, improvements, fixtures, tools, equipment and facilities in as good 
condition as when received by lessee, ordinary wear and tear excepted. 

(8) Holdover.—If, at the expiration or termination of this lease or any ex- 
tension thereof, lessee should hold over with the consent of lessor, express or 
implied, the tenancy of the lessee thereafter shall be from month to month only 
and be subject to all of the other terms and conditions of this lease, in the ab- 
sence of a written agreement to the contrary. 

(9) Gas, water, electricity and sewer rental.—The lessee, during occupancy 
of the leased premises, shall pay all charges accruing for gas, water, electricity 
and sewer rental. Upon his failure so to do, the lessor may pay such charges 
and, in that event, such charges shall be added to the rental payable and shall be 
collectible as rent. 

(10) Lessee’s default——In the event said premises are closed or unattended 
for any period in excess of forty-eight (48) hours, default by lessee in the pay- 
ment of rent or breach of any of the terms, covenants and conditions of this lease, 
or if bankruptcy or insolvency proceedings are instituted by or against lessee, or 
if lessee becomes insolvent, or if lessee files a petition for a composition or exten- 
Sion under Section 74 or 77B of the Bankruptcy Act, or if any attachment, gar- 
nishment, execution, or any other legal process or proceedings is levied or insti- 
tuted by anyone other than lessor against the said premises, or any of the equip- 


i 


ment thereon, or if lessee sells, assigns, pledges, or mortgages the said premises 


ai 
it 
: 


ju 


or any part thereof, or attempts to do so, or allows any lien to attach thereto, or 
in event of death of lessee, lessor may, without notice, immediately terminate 
this agreement and all lessee’s rights hereunder, and reenter and, in any manner, 
resume possession of said premises, improvements and facilities, the lessee hereby 
waiving all statutory rights inconsistent herewith. 

(11) Waiver—It is agreed that the waiver by lessor of any breach of any 
covenant, condition or stiuplation contained herein shall not be considered to 
be a waiver of any subsequent breach of the same or any other covenant, condi- 
tion or stiuplation of this lease nor affect or prejudice any lessor’s rights or 
remedies hereunder. 

(12) Leases held by lessor—This lease is subject to the terms and conditions 
of the lease, if any, between lessor and the owner or tenant of the demised | rem- 
ises, and also any extension, renewal, or new lease, on the demised premises. 

(13) Notice.—Notices from lessor to lessee shall be sufficient if placed in the 
United States mails, addressed to the leased premises, and any such notice shall 
take effect at the time of the mailing thereof. Notices from lessor to lessee shall 
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also be sufficient if delivered to lessee or left on the leased premises in any 
manner. Notices from lessee to lessor shall be sufficient if posted in the United 
States mails, postage prepaid, addressed to the lessor’s place of business as shown 
in this lease. 

(14) Assignment.—The lease hereby given may not be assigned, transferred or 
sublet, either in whole or in part, by lessee without the written consent of lessor. 
Lessor’s consent, however, shall not be unreasonably withheld. 

(15) Entirety of agreement.—No prior stipulation, agreement or understand- 
ing, verbal or otherwise, of the parties or their agents shall be valid or enforce- 
able unless embodied in the provisions of this lease. 

(16) Approval and execution by lessor—This agreement, whatever the cir- 
cumstances, shall not be binding on the lessor unless and until approved and 
signed in its behalf by an Executive Officer, or by any of the following employes of 
the Domestic Sales Department: General Manager, Assistant General Manager, 
Manager Dealer Sales, Territorial Manager, Assistant Territorial Manager, Di- 
vision Manager, or Assistant Division Manager. 

In WITNESS WHEREOF the lessor and lessee have hereunto caused their names 
to be subscribed the day and year first above written. 


Tue Texas ComMpANy (Lessor) 


Witness : 
Approved as to: Terms 


(Exhibit for question 7) 


THE Texas COMPANY 


AGREEMENT OF SALE (in duplicate) made on the 
, 19____, between THE Texas CoMPANY, a Delaware corporation, hav- 
ing a Division Sales Office at , hereinafter called 
Seller, and 
hereinafter called Purchaser. 

(1) Sale.—Seller hereby sells and agrees to deliver and Purchaser buys and 
agrees to receive and pay for the following products of the kind and quality 
marketed by Seller at time and place of delivery in quantities specified from 
time to time by Purchaser, but in respect of each product not less per year than 
the minimum nor more per year than the maximum quantity stated below: 


Product Minimum Mazimum 
(a) Texaco Sky Chief Gasoline gallons 
(b) Texaco Fire Chief Gasoline gallons 
(c) Texaco Motor Lubricants gallons 
(d) Texaco Motor Lubricants pounds 
(e) Texaco PT Anti-Freeze gallons 


(3) Prices.—The prices f.o.b. 

a. For Texaco Sky Chief Gasoline, and Texaco Fire Chief Gasoline: Seller’s 
posted dealer price therefor at time of delivery, as posted for the area in which 
delivered at the bulk plant from which deliveries are made. 

b. For Texaco Motor Lubricants: The prices shown on Seller’s Schedule for 
Motor Lubricants, hereinafter referred to as “Seller’s Schedule,” in effect at 
time and place of delivery. (Schedule now in effect, dated 

ss is hereto attached.) 

e. For Texaco PT Anti-Freeze: Seller’s Price to dealers in effect at time of 
delivery. 

(4) Deferred Discounts.—If, during the yearly period commencing on the 
date hereof or any anniversary of said date, Purchaser accepts and pays for the 
quantity specified below of Motor Lubricants shown in Seller’s Schedule, Seller 
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will allow and pay or credit Purchaser at the end of such yearly period the 
following deferred discounts: 

Quantity Deferred Discount 

a. Oils: From 250 to 500 gallons 2¢ per gallon 

From 501 to 1000 gallons _________- ; 4¢ per gallon 

eee ee _.. 6¢ per gallon 

b. Greases: From 400 to 799 pounds —___---_._~~ 14¢ per pound 

800 or more pounds __________- _... 1¢ per pound 


Provided, however, that if, under this agreement or otherwise, Purchaser pur 
chases, accepts and pays for motor lubricants set forth on the attached schedule, 
and special discounts are allowed at time of such purchases (hereinafter calle! 
“special purchases”) the quantity of special purchases shall be added to other 
purchases hereunder in determining the total quantity on which a deferred dis 
count is allowable; but the deferred discount allowable hereunder on special 
purchase(s) shall be equal only to the difference between the special discount (s) 
allowed at time(s) of the special purchase(s) and the applicable deferred dis- 
count hereinabove set forth. 

(5) Terms of Payments. 

Gasoline: C. O. D. net. 

Motor Lubricants: C. O. D. less 1% of price, exclusive of any tax included 
therein or added thereto. 

Texaco PT Anti-Freeze: C. O. D. less 2% of price. 

(6) Other Provisions.—The Provisions of Agreement printed on the reverse 
side hereof, except those that by their terms are inapplicable, are parts of this 
agreement. 

(7) Duration of Agreement.—This agreement shall remain in full force and 
effect from tic haa ccna hah ceniteibseteit aah 
and thereafter from year to year ; provided, however, that 

a. Either party may terminate this agreement on the last mentioned date or 
any succeeding anniversary thereof by giving written notice to the other at least 
thirty days prior to the date upon which termination shall become effective ; and 

b. If this agreement covers delivery at premises leased by Seller to Purchaser, 
it shall automatically terminate upon termination or cancellation of such lease; 
and 

ce. Either party may terminate this agreement forthwith by written notice upon 
failure of the other party to perform strictly any of the obligations imposed upon 
the other hereby. 


( PURCHASER) 
a a a sin cd cnialpasieimianeinlniniemeionete 
Tue Texas CoMPANY (SELLER) 


Witness: 


PROVISIONS OF AGREEMENT 


Entirety of Agreement.—No prior stipulation, agreement or understanding of 
the parties or their agents shall be valid or enforceable unless embodied in this 
agreement or covered by these provisions. 

Delivery.—Unless otherwise stated in this agreement, delivery shall be deemed 
complete when goods, properly consigned, are placed free on board cars, boats 
or other vehicles. 

Waiver.—The right of either party to require strict performance by the other 
of any and/or all obligations imposed upon the other by this agreement shall 
not in any way be affected by any previous waiver, forbearance or course of 
dealing. 

Tank Cars.—Any tank cars furnished by the Seller shall be discharged by the 
Purchaser immediately upon arrival and delivered back to the railway from 
which they were received, billed in accordance with forms furnished by the 
Seller, and for any cars of the Seller detained more than 48 hours the Purchaser, 
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besides paying such railway demurrage as may accrue, shall pay the Seller the 
amount per car stated in this agreement, or if not stated, then Two ($2.00) 
Dollars for each day or portion of a day after expiration of 48 hours. 

Vessel Deliveries.—When shipment is made by boat, lighter, tank ship, or 
other vessel, the Purchaser immediately upon the arrival thereof shall furnish, 
without cost to the Seller, berth at which the vessel may lie safely afloat at all 
stages, together with the necessary connections and facilities for receiving, and 
shall receive the product as fast as it can be discharged. The oil shall be pumped 
out at the expense of the Seller, its risk and responsibility ending at the boat’s 
rail. In ports where fire is not allowed on board vessels, the Purchaser shall 
find and furnish steam for discharging purposes. The lay days or free unloading 
time for vessels and the penalties for detention beyond such time shall be in 
accordance with local trade custom unless otherwise specifically agreed upon 
at the time of execution of this agreement. 

Deliveries in Drums.—Products as provided for in this agreement may be de- 
livered in metal drums of 15-gallon, 30-gallon or 55-gallon capacity, or in steel 
barrels of 55-gallon capacity. Unless otherwise stated in this agreement, these 
containers shall remain the property of the Seller, and a deposit will be charged 
for them on the invoice at the rates in effect as of the time of delivery. Purchaser 
agrees to empty these containers and not to place therein any other product, and 
to return the same as soon as possible, but in no event later than ninety (90) 
days from the date of delivery, in as good condition as when received, less ordi- 
nary wear and tear, at Seller’s expense, by transportation as directed by the 
Seller. Said containers shall be complete and in useable condition with all parts 
and fixtures intact, and upon the return thereof to the Seller in compliance with 
the foregoing, Seller will refund to the Purchaser the deposit charge previously 
paid. 

Force Majeure—Failure (in whole or in part) or delay on the part of either 
party in the performance of any of the obligations imposed upon such party 
hereunder shall be excused and such party shall not be liable for damages or 
otherwise on account thereof, when such failure or delay is the direct or indirect 
result of any of the following causes, whether or not existing at the date hereof, 
and whether or not reasonably within the contemplation of the parties at the 
date hereof, namely: Acts of God, earthquakes, fire, flood, or the elements, 
malicious mischief, insurrection, riot, strikes, lockouts, boycotts, picketing, labor 
disturbances, public enemy, war (declared or undeclared), compliance with any 
federal, state or municipal law, or with any regulation, order, rule, reeommenda- 
tion, request or suggestion (including, but not limited to, priority, rationing or 
allocation orders or regulations) of governmental agencies, or authorities or 
representatives of any government (foreign or domestic) acting under claim or 
color of authority ; total or partial failure or loss or shortage of all or any part of 
transportation facilities ordinarily available to and used by a party hereto in the 
performance of the obligations imposed by this agreement, whether such facilities 
are such party’s own or those of others; or, if failure or delay be that of Seller, 
total or partial loss or shortage of raw or component materials or products ordi- 
narily required by Seller; the commandeering or requisitioning by civil or mili- 
tary authorities of any raw or component materials, products, or facilities, includ- 
ing, but not limited to producing, manufacturing, transportation and delivery 
facilities; perils of navigation, even when occasioned by negligence, malfeasance, 
default, or errors in judgment of the pilot, master, mariners, or other servants of 
the ship’s owner; or any cause whatsoever beyond the control of either party 
hereto, whether similar to or dissimilar from the causes herein enumerated. 

If, by reason of any of said causes, Seller is unable to make deliveries to all 
its customers (whether under contract or not) its failure in whole or in part 
to make deliveries to Purchaser, while delivering to others, shall not be a 
breach of this agreement and in such event Seller may, but shall not be obligated 
to, prorate its available supply. 

Upon cessation of the cause or causes for any such failure or delay, perform- 
ance hereof shall be resumed, but such failure or delay shall not operate to extend 
the term of this agreement nor obligate either party to make up deliveries or 
receipts, as the case may be. 

Seller may suspend deliveries so long as its cost of performance is increased and 
the increased cost cannot be recovered by an equivalent increase in the price to be 
paid by Purchaser. 

Nothing herein contained shall excuse Purchaser from paying Seller, when 
due, any amounts payable hereunder or pursuant hereto. 
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Tetraethyl Lead-Treated Gasoline.—Purchaser shall comply with all applicable 
rules and regulations in existence as well as those which have been or may here- 
after be issued by the Surgeon general of the United States Public Health Service 
or any governmental agency and shall have his employes properly instructed in 
respect to the same. 

Payments.—The Purchaser shall pay for goods without discount or deduction 
except as stated in this agreement ; and if at any time the financial responsibility 
of the Purchaser shall become impaired or unsatisfactory to the Seller or in the 
Seller’s opinion inadequate to meet the obligations hereunder, cash payments or 
satisfactory security may be required. A failure to pay any amount when due 
may at the option of the Seller terminate this agreement as to further deliveries. 

Claims.—Any claims for defect or variance in quality or shortage in quantity 
shall be made, and the Seller shall be notified and given an opportunity to inspect, 
within two days after the product or goods are delivered, except that if delivery 
is made in equipment furnished by the Seller such notice and opportunity shall 
be given before the product or goods are unloaded, and if delivery is made in 
equipment furnished by the Purchaser such notice and opportunity shall be given 
before the products or goods move from point of shipment. If equipment fur- 
nished by the Seller is in bad order or leaking the Purchaser shall notify the car- 
rier and secure examination by the authorized agent of the carrier as to the 
condition of the shipment before the same is unloaded. Failure of the Purchaser 
to comply with these requirements shall operate as a waiver of any and all claims 
by the Purchaser. 

Taves.—Purchaser assumes the payment of all domestic and foreign taxes 
and/or duties now or hereafter imposed, directly or indirectly, on (a) the goods 
covered by this agreement and/or (b) the production, manufacture, transpor- 
tation, sale, use and/or other handling of said goods, and/or (c) the production, 
manufacture, transportation, purchase, sale, use, exportation, importation and/or 
other handling of any material contained in said goods or from which said goods 
are wholly or partly refined or manufactured, and/or (d) the Seller on account 
of the sale or measured by the sales price of said goods; and the Seller may bill 
Purchaser for such tax or duty and the Purchaser shall pay the amount thereof. 

Price Revision.—If Seller’s right to charge or receive any price payable pur- 
suant hereto, or to revise any such price as herein provided, is restricted or pro- 


hibited by law, regulation or order of any Governmental authority, Seller may, 
from time to time, terminate the provisions of this agreement insofar as they 
apply to the product or products, the price or prices for which are so restricted 


or prohibited, upon thirty days’ prior written notice to Purchaser. Upon the 
expiration of said thirty days, it is understood that any such product or prod- 
ucts shall be deemed deleted from this agreement but that this agreement shall 
otherwise continue to remain in full force and effect. 

Freight Rates.—The prices mentioned in this agreement are based on existing 
freight rates, and if under this agreement the Seller is to pay freight, then in case 
the rates are increased or diminished these prices shall be increased or diminished 
accordingly. 

Monthly Shipments.—If this agreement extends over a period of months, ship- 
ments or deliveries shall be made in equal monthly quantities, subject to reason- 
able seasonal variations as determined by the Seller; provided that, subject to 
the other provisions of this agreement, the agreed quantity must be taken within 
the time fixed. 

Approvimate Quantities—In case deliveries are made in carload, boatload, 
transport truck or tankwagon lots, deliveries within ten per cent of amounts 
called for by this agreement or any installment thereof shall be deemed sufficient 
deliveries by the Seller, only the actual amounts delivered to be paid for. 

Trademarks and Brands.—Purchaser shall not sell products purchased from 
others under the trademarks or brands of Seller and shall not mix or adulterate 
Seller’s products with those of others. Purchaser, however, shall have the right 
to use the trademarks and brand names of the Seller, but only for the purpose of 
properly identifying and advertising Seller’s products handled by the Purchaser 
and in a manner and in forms satisfactory to Seller in Seller’s sole judgment. 

Assignability.—This agreement shall not be assigned by the Purchaser without 
the written consent of the Seller. 

Approval and Signing by Seller—Agreements covering the sales of merchandise 
involving amounts not in excess of $25 


$25,000 and covering one year or less may be 
approved and signed on behalf of The Texas Company by any of the following: 


Manager of National Sales Division, Manager of Roofing Sales Division, Manager 
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of Aviation Sales Division, Manager of Marine Sales Division, Division Managers 
and Assistant Division Managers, Sales Department. 

Agreements covering the sales of merchandise to service station resale ac- 
counts upon the Company’s standard forms for a period of delivery covering 
not more than one year may be approved and signed by Division Managers and 
Assistant Division Managers, Sales Department. 

All other agreements must be approved and signed by one of the following: 

By the Company’s President ; any Vice-President ; Secretary ; the General Man- 
ager, Assistant General Managers and Assistant to the Vice-President of Sales 
Department ; Manager of Dealer Sales; Manager of Lubrication Sales Division; 
Manager of Operations ; Managers and Assistant Managers of Territories of the 
Sales Department; Manager and Assistant Managers of the Asphalt Sales De- 
partment; Manager and Assistant Managers of the Railway Sales Department; 
Manager of the Bulk, Fuel and Government Sales Division ; and Manager of Pur- 
chasing Department. 

Until approved and signed on its behalf as above stipulated, agreements are not 
binding on The Texas Company and commencement of performance hereunder 
prior to such approval and signing shall in no case be construed as a waiver by 
The Texas Company of the foregoing requirements. 


APPENDIX VIII (b) 


Excerpt From Reprty Brier Firep py THe Texas COMPANY IN THE MATTER 
ENTITLED “ENTERPRISE INDUSTRIES, INC. v. THE Texas CoMPANY,” CIvii ACTION 
No. 4076, ON THE DOCKET oF THE U. S. District CourT For THE DISTRICT OF 
CONNECTICUT 


“DEFENDANT’S CHICAGO PLAN IS SQUARELY WITHIN THE DEFENSE PROVIDED IN SECTION 
2 (B) OF THE ACT 


Plaintiff speciously reasons that the Section 2 (b) defense is not available 
to defendant because there is allegedly no evidence in the record reflecting prices 
at which “competing major oil companies sold their gasoline to their dealers in 
competition with Texas dealers.” While there is evidence that competitors of 
the Texaco stations which requested and received Chicago Plan allowances 
were likewise receiving allowances from their suppliers so as to enable them 
to maintain reduced retail prices (Tr. 243), we submit that it was unnecessary 
that defendant establish anything more than the fact that the competitive re- 
tail outlet was posting a lower retail price than the Texaco station which re- 
quested Chicago Plan assistance to be used in meeting such lower competitive 
price. Indeed, only recently the Federal Trade Commission specifically ruled 
that defendant’s Chicago Plan of dealer assistance is squarely within the Section 
2 (b) defense. The Commission’s opinion was indicated in an exchange of 
correspondence between William D. Snow, General Counsel of the National Con- 
gress of Petroleum Retailers, and Harry A. Babcock, Director of the Commission’s 
Bureau of Investigation. Mr. Snow had complained that the Texas Company 
had given one dealer in Jackson, Mississippi, a discount of 1c a gallon off tank- 
wagon price which it did not give to other dealers in the same marketing area. 
There—as here— such discount was given to enable the dealer in question to 
meet the lower prices of his competitors. Mr. Snow contended that this con- 
stituted unlawful price discrimination under Section 2(a) of the Act. Rejecting 
such contention, and after pointing out that the Commission had investigated 
similar complaints in the past, Mr. Babcock replied : 

“This will acknowledge receipt of your letter of July 15, 1954, in the form 
of a complaint filed in behalf of the Mississippi Service Station Operators As- 
sociation, Jackson, Mississippi, in which you allege that the Texas Company 
is discriminating in price by allowing one of its service stations located in 
Jackson, Mississippi, a 1¢ per gallon discount which is not allowed to other re- 
tailers in the same vicinity for the purpose of controlling the retail price at 
which the gasoline is to be resold. 

In considering your request for investigation of this matter it should be first 
stated that the Commission has received and continues to receive numerous com- 
plaints alleging violation of the Robinson-Patman Act on the part of the major 
oil companies in all sections of the country. Recently investigations have been 
undertaken in Pennsylvania and New Jersey and in a number of mid-western 
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and southern states, including Mississippi. However, the evidence obtained 
during the course of these investigations failed to provide a proper basis for 
the Commission to have reason to believe that the statutes administered by it 
have been violated as a result of the practices of the major oil companies. In 
practically all instances in which investigations have been conducted it has been 
established that the complained of discriminatory pricing practices were being 
followed in connection with local gasoline price wars which were the outgrowth 
of efforts of the major oil companies to meet competition of dealers selling non- 
branded gasoline at reduced prices. 

“Under such circumstances no corrective action has been taken by the Com- 
mission because of the defense available to the sellers under Section 2(b) of the 
Robinson-Patman Act, which provides in substance that a seller may defend 
himself against a charge of unlawful discrimination in price by showing that 
his lower price was granted in good faith for the purpose of meeting an equally 
low price of a competitor. 

“In Standard Oil Company v. Federal Trade Commission, 340 U. 8. 231, the 
Supreme Court declared that Section 2(b) provides a substantive defense to 
a charge of unlawful price discrimination, regardless of the fact that competi- 
tive injury is sustained by customers to whom the lower price is not made 
available. In passing upon this point the court stated in part as follows: 

“ ‘In a case where a seller sustains the burden of proof placed upon it to establish 
its defense under Section 2(b), we find no reason to destroy that defense in- 
directly, merely because it also appears that the beneficiaries of the seller’s price 
reductions may derive a competitive advantage from them or may, in a natural 
course of events, reduce their own resale prices to their customers. It must 
have been obvious to Congress that any price reduction to any dealer may always 
affect competition at that dealer’s level as well as at the dealer’s resale level, 
whether or not the reduction to the dealer is discriminatory. * * * We may, 
therefore, conclude that Congress meant to permit the natural consequences to 
follow the seller’s action in meeting in good faith a lawful and equally low price 
of its competitor.’ 

“In the light of the meaning of the statute as determined by the Supreme 
Court it follows that a seller is within his legal rights in confining his price re- 
ductions to dealers in the vicinity of the dealer or dealers whose competition he 
seeks to meet, even though such action results in injury to customers to whom 
similar reductions are not made available.” 

This opinion of the administrative agency charged with the responsibility of 
enforcing the statute and protecting the rights of the public thereunder is entitled 
to great weight. As the Supreme Court said in Skidmore v. Swift, 323 U. 8. 
134 (1944): 

“We consider that the rulings, interpretations and opinions of the Adminis- 
trator (of the Wage and Hour Division) constitute a body of experience and 
informed judgement for which courts and litigants may properly resort for 
guidance” (p. 140). 

Of similar import is Bowles v. Seminole Rock & Sand Co., 89 L. Ed. 1186 (1945). 


APPENDIX VIII (c) 
Untirep States District Court 
DISTRICT OF CONNECTICUT 


Civil Action No. 4076. Memorandum of Decision, Findings of Facts, Conclusions 
of Law 


ENTERPRISE INDUSTRIES, INC., PLAINTIFF v. THE TEXAS COMPANY, DEFENDANT 


In this private civil anti-trust treble damage action, claims under the Sherman 
Act were dismissed. Trial was had on the remaining Clayton and Robinson- 
Patman Act claims. Plaintiff was a gas station operator whose purchases from 
defendant were in commerce. Standard Oil v. FTC, 340 U. S. 231. It was 
established that in a gas war situation price allowances were made by defendant 
to its dealers in the Hartford area, competing with one another in the sale of de- 
fendant’s Fire Chief and Sky Chief brands of gasoline, on condition that the 
dealers drop their retail prices to a level competitive with neighboring dealers 
in rival brands. By “competitive” was meant equal. During one period, plain- 
tiff, declining to drop its retail prices, neither requested nor received the so-called 
allowances while competing Texaco dealers received them. At other periods 
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some of the Texaco dealers competing with plaintiff received allowances which 
were greater than plaintiff’s. 

The elements necessary for recovery under the Clayton Act as amended by the 
Robinson-Patman Act are (1) Price discrimination (2) in (interstate) com- 
merce, (3) which may substantially affect competition, (4) causing damage to 
plaintiff, (5) unless defendant can justify as necessary to meet an equally low 
price of a competitor. 

Defendant has failed to justify under (5). There is no evidence that the 
price charged any of the competing dealers was not lower than a lawful price 
at which gas was offered to the dealers by other refiners. It may be that we 
could infer that the prices were somewhat similar. This is not enough. The 
burden is upon defendant to prove the price of its competing refiner if defendant 
seeks to rely on this defense. Standard Oil v. F. T. C., supra. If accompanied 
by a price fixing agreement similar to that tied to Texas’ “allowances” in fact 
if not in name, the price of the competitor might not be a lawful price. More- 
over, Texas could justify discrimination only by a showing that it dropped its 
price to the other stations to meet an equally low price made available to those 
other stations by a competing oil company. In view of the short term station 
and equipment leases in effect with some stations, perhaps it is a fiction to 
speak of price competition at the oil company sale to the station level. That 
is the competitive level at which the justification is provided for defendant in the 
Act, however. The Act does not go so far as to allow discriminatory price cutting 
to enable a buyer to meet price competition, but only to enable the seller to meet 
a lawful price of the seller’s competitor. The end effect is the same, perhaps, 
but the scheme adopted by Texas allows it, without first determining the price 
offered by its competitor, a flexibility that could result in undesirable discrimina- 
tion between purchasers from Texas. The defense is not established. 

Element (1) price discrimination is shown here, defendant selling at lower 
prices to other dealers in competition with plaintiff. The opportunity offered to 
plaintiff to obtain rebates or allowances on the same gross profit after rent basis 
as the other dealers does not destroy the discrimination, for even if it be said 
to result in an opportunity to purchase gas at the same prices, which was not 
always true, since the net was based on a requirement of meeting the lowest 
price only of a narrow competitive area, it was conditioned on so meeting a price. 
This hampered plaintiff’s freedom to set his own prices at retail, a restriction de- 
fendant had no right to impose. 

Element (2) discrimination in interstate commerce is present. Standard 
Oil Co. v. F. T. C., supra, and of Moore v. Mead’s Fine Bread Co., 348 U. 8S. 115. 

Element (3) needs little discussion. The effects on gallonage of price differ- 
entials in the same brand and grade of gas within an area no larger than the 
Greater Hartford area must be found to be substantial. Certainly defendant has 
not proved the contrary, and discrimination having been established, defendant 
bears the burden of proof on this issue. Moss Inc. v. F. T. C., 2 Cir., 148 F. 2d 
378, 379: F. T. C. v. Standard Brands, 2 Cir., 189 F. 2d 510, 515. 

Element (4) the damage to the plaintiff is satisfied by a showing that nine 
stations were so situated that a substantial number of car owners passed both 
one of the nine and plaintiff’s station, and were therefore in competition with 
plaintiff. 

There is no proof that any substantial amount of traffic by potential customers 
would pass both plaintiff’s station and the Durkee station in Wethersfield, the 
Preli and Leach Station at Main Street and New London Turnpike in Glaston- 
bury, Mandell’s Station at Harrison Place and Woodland Street, Hartford, 20th 
Century Station at 1051 New Britain Avenue, West Hartford, Tony’s Service 
Station at New Park and Flatbush Avenue, West Hartford, or Karnosky’s Sta- 
tion at Prospect Avenue and the Boulevard, West Hartford. 

A study of the map and the places of employment mentioned in the testimony 
would seem to limit the competition in any possibly significant amount, to the 
stations of Pike, DeWolfe, Lamphier, Pierson, Sylvestre, Frank & Duby, Axelrod, 
Cairo, and Martin. Although generally in the same competitive area for which 
tank wagon prices are normally uniform, there is no probability of direct com- 
petition between plaintiff's station and the other six named. 

To the extent that any of the nine named competing stations received an allow- 
ance greater than plaintiff, plaintiff was damaged in its ability to compete with 
that station. It is of course impossible to say how many gallons of business the 
other stations took away from plaintiff by abiilty better to compete because of 
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lower gasoline costs, for a substantial portion of plaintiffs business was non- 
competitive with the other Texas stations and was carried on at a profitable 
price spread even without the allowance or with a lower allowance than the 
others. There is the further complication that plaintiff would not have willingly 
dropped its price to the level of the competing dealers even had it received the 
allowance in full, preferring to keep its price up to gain the advantage of a larger 
profit spread for the non-competitive greater portion of its business. Plaintiff 
preferred to work on a lower gallonage with a gross of about T‘o¢ a gallon rather 
than on a higher gallonage at a competitive price, which with allowance would 
bring it a gross of 4¢. It was peculiarly well situated for such a program, so far 
as transient customers were concerned, for it was the first station after a long 
stretch of parkway, and competitive prices of 6 or T¢ cheaper, even if available 
in its immediate neighborhood, were unknown to most of the transient trade as 
it reached its station. Realization of the poor bargain obtained at this Texaco 
station on passing price signs within the next quarter mile naturally failed to 
endear the Texas Company to the transient motorist who had been had, but 
Texas’ retaliation by price discrimination against plaintiff as the effect of its 
Chicago plan would seem a violation of the Clayton Act as amended if it were 
indeed the purpose and effect of its dealer allowances in this area. Had plaintiff 
been able to purchase at the lower price offered to its competitors it would have 
had the benefit of the allowance on all the gas purchased by it and could have 
used it competitively in any way it wished, if not pricewise perhaps in furnishing 
additional service to neighborhood customers, or other inducements to win them 
back from the competing dealers, as it had attempted during the early days of 
the gas war. The measure of damages may well be taken therefore as the amount 
of the largest price differential for each period in which differentials were 
granted, from June 1950 to June 1952, inclusive. Cf. Arden Corp. v. Blass Co., 
10 Cir., 150 F. 2d 988. 

These periods were as to Fire Chief gasoline: 

11/1/50 to 12/16/50: pl’s gals., 49,128; pl’s price, .169; Pike’s price, .164; dif- 
ferential, .005; difference, $245.64. 

12/17/50 to 12/23/50: pl’s gals., ——; pl’s price, 206; Pike’s price, .164; dif 
ferential, .042. 

12/24/50 to 1/22/51: pl’s. gals.,. ——-; pl’s. price, .206; Pike’s price, .204; dif- 
ferential, .002. 

1/23/51 to 1/26/51: pl’s. gals..—; pl’s. price, .206; Pike’s price, .194; dif- 
ferential, .012. 

1/29/51 to 1/31/51; pl’s. gals.. ——; pl’s. price, .206; Pike’s price, .184; dif- 
ferential, .022. 

2/1/51 to 2/8/51: pl’s. gals., 3,300; pl’s. price, .189; Pike’s price, .184; dif- 
ferential, .005. 

2/24/51 to 4/13/51: pl’s gals., 37,228; pl’s. price, .179; Pike’s price, .174; dif- 
ferential, .005. 

5/16/51 to 5/24/51: pl’s. gals. 11,061; pl’s price, .159; Pike’s price, .154; dif- 
ferential, .005. 

6/30/51 to 7/5/51: pl’s. gals. ——; pl’s. price, .174; Lamphier’s price, .127; 
differential, .047. 

9/15/51 to 10/10/51; pl’s. gals., ——; pl’s. price, .200; Pike’s price, .195; dif- 
ferential, .005. 

10/11/51 to 10/18/51: pl’s. gals., ——; pl’s. price, .200; Pike’s price, .189; dif- 
ferential, .011. 

10/19/51 to 11/1/51: pl’s. gals., ; pl’s. price, .190; Sylvester’s price, .179; 
differential, .011. 

11/2/51 to 12/12/51: pl’s. gals.. ——-; pl’s. price, .205; Pike’s price, .189; dif- 
ferential, .016. 

12/13/51 to 12/28/51: pl’s. gals., ——; pl’s. price, .1975; Pierson’s price, .1865; 
differential, .011. ; 

12/29/51 to 1/10/52; pl’s. gals., ——; pl’s. price, .1975; Pierson’s price, .189; 
differential, .0085. 

1/11/52 to 1/15/52: pl’s. gals., ——; pl’s. price, .1975; Pike’s price, .184; 
differential, .0135. 

1/16/52 to 1/24/52: pl’s. gals., ; pl’s. price, .1875; Axelrod’s price, .174; 
differential, .0135. 

1/25/52 to 2/11/52; pl’s. gals., ——®; pl’s. price, .1775; Axelrod’s price, .174; 
differential, .0035. 
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2/12/52 to 2/20/52; pl’s. gals, ——; pl’s price, .1675; Pike’s price, .164; dif- 
ferential, .0035. 1 
2/21/52 to 2/23/52; pl’s. gals., ——; pl’s. price, .1740; Pike’s price, .1705; dif- 


ferential, .0035. 


Counsel may submit a tabulation of gallons bought by plaintiff from defendant 
in these periods, and a similar computation for Sky Chief gasoline, together with 
a sum of the results. If counsel are unable to agree on the accuracy of the 
tabulation, the case may be reopened for the sole purpose of admitting the in- 
voices in evidence. 

The pari delicto defense is not greatly favored in anti-trust cases, Kiefer- 
Stewart Co. v. Seagram & Sons, Inc., 340 U. S. 211, Interhorough News Co. v. 
Curtis Pub. Co. et al. D. C. 8S. D. N. Y. 108 F. Supp. 768, 770, and would not be 
applicable here in any case, for plaintiff was far from an equal partner in the 
price discrimination even in the periods when it received allowances defendant 
having developed and enforced its “Chicago Plan” of which plaintiff was, if any- 
thing, a victim. 

Plaintiff is entitled to judgment in an amount three times the total of the 
overcharges, a reasonable attorney’s fee, and costs. 


FINDINGS OF FACT 


1. In May of 1949, Daniel J. Raymond, by written instrument, leased from 
defendant a gasoline service station located at the northerly end of the Berlin 
Turnpike in the Town of Wethersfield, Connecticut. 

2. Said lease ran for a period of one year commencing June 1, 1949 and there- 
after was self-renewing for additional one year periods, subject to termination 
at will as of any renewal date on written notice from either party to the other 
ten days prior thereto. 

3. In November of 1949, plaintiff corporation, Enterprise Industries, Inc., was 
organized. Daniel J. Raymond was president and treasurer of plaintiff corpora- 
tion. 

4. On March 21, 1950, plaintiff, Enterprise Industries, Inc., entered into a 
written lease with defendant for the said Texaco service station. This lease 
ran for a period of one year commencing June 1, 1950, and thereafter was self- 
renewing for additional one year periods, subject to termination at will as of any 
renewal date on written notice from either party to the other ten days prior 
thereto. 

5. Shortly after June 1, 1951 defendant gave plaintiff written notice that the 
lease would not continue beyond May 31, 1952, but plaintiff remained in posses- 
sion for an additional ten days by agreement of the parties. 

6. Both of the above described leases provided for the payment of a monthly 
rental measured in part by the number of gallons of gasoline delivered to the 
demised premises. 

7. At the time of the execution of the first lease, Daniel J. Raymond and de- 
fendant entered into an agreement for the purchase and sale of defendant’s gaso- 
line and motor lubricants: and at the time of the execution of the second lease, 
plaintiff and defendant entered into a similar agreement of sale. Said Agree- 
ments of Sale ran concurrently with the two leases described hereinabove. 

8. Defendant is not a “market leader”. That is to say, it is the policy of the 
Texas Company to set its gasoline prices to meet the prices of its competitors 
withont attempting to undersell competing companies. 

9. “Gas wars”, competition in the retail sale of gasoline by sudden and sharp 
decreases in retail price at filling stations, occurred several times in the period 
1949-1952 inclusive. Typically they started in the Connecticut Boulevard section 
of East Hartford and spread, slowly at first but on later renewals in a matter of 
a few days, throughout the greater Hartford area, including the Berlin Turnpike. 

10. The station leased by plaintiff is the first station on the right South of the 
Corland or South Meadows Highway, over which all through Boston-New York 
traffic by way of the Wilbur Cross Parkway is delivered together with a major 
portion of traffic originating in Hartford, onto the Berlin Turnpike, the next link 
in the through Boston-New York four-lane divided highway. 

11. During the period in suit, there were no gas stations on the Wilbur Cross 
Highway in the direction of Boston for some 40 miles from plaintiff’s station. 

12. South of plaintiff's station within 4 mile there were during the period in 
suit from four to seven gas stations carrying competing name brands of gas. 
Additional stations have since been built in this area. 
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13. Defendant’s salesmen are in constant touch with the competitive situation 
of each of their station operator customers. 

14. When a gas war reaches the immediate neighborhood of a customer, the 
salesman has him fill out a request for assistance, which is forwarded to de- 
fendant with a survey of immediate neighborhood prices. 

15. Defendant then grants “assistance” consisting of a reduction in price below 
tank wagon prices or a rebate in an amount sufficient to allow the operator to 
sell at the same price as the lowest neighborhood competitor and still obtain a 
gross profit before rent of 3.5¢ per gallon. The assistance may fluctuate as neigh- 
borhood prices fluctuate. 

16. Tank wagon prices are posted at the bulk distributing plant of defendant 
at East Hartford, for various areas, fluctuating in size from time to time, but 
typically town wide or for several towns, depending on competitors’ tank wagon 
prices. 

17. Immediate neighborhood gas war rebates or “assistance” are not posted 
publicly. 

18. The rebates or assistance are conditioned upon the operator meeting the 
competitive neighborhood price, and are promptly withdrawn if the operator does 
not reduce his price to the same level as his competitors in his neighborhood. 

19. Raymond, and later plaintiff received “assistance” under this plan during 
the earlier periods of gas war, but their gross profit was figured at 4¢ rather 
than 3.5¢ since their rental was based on a 2¢ a gallon rate rather than the 1.5¢ 
rate of the other Texas dealers in the area. 

20. Gas stations compete on a price basis for similar grades of gasoline, not 
only with stations in the immediate neighborhood, but also with stations which 
lie on commuting routes of workers which pass those stations. 

21. A major portion of the business of the plaintiff's station was with transient 
traffic on the through Boston-New York route. 

22. A substantial portion of the business of the plaintiff’s station was with 
transient traffic between homes of workers in the Newington, New Britain, Ber- 
lin, Meriden area and factories in East Hartford and to a lesser extent factories 
in Hartford and West Hartford. 

23. About 10% of the business of the plaintiff's station was normally with cus- 
tomers living in the immediate neighborhood of the station in the Berlin Turn- 
pike area of Wethersfield. 

24. Business in lubricating oils, tires and accessories and other products is 
usually conducted on a larger profit margin and accounts for a greater propor- 
tion of profits than gasoline business of stations. 

25. Because of the transient nature of a large proportion of plaintiff's custo- 
mers, plaintiff’s station sold proportionately less lubricants, tires and accessories 
to gasoline than the average station in the area. 

26. A large portion of the south or west bound through traffic other than com- 
muters reaching plaintiff’s station after a long arid stretch of parkway, would 
be unaware of any existing gas war, but would learn of it from signs on other 
stations of competing brands in the quarter mile to the South after buying at 
plaintiff’s station. 

27. In times of gas war, if the prices at the stations to the South were found 
by purchasers at plaintiff’s station to be substantially lower than that just paid 
plaintiff, an unfavorable reaction to the defendant Texas Co. would arise. 

28. The defendant Texas Co. requested and demanded that plaintiff keep its 
prices down to the level of the stations in the neighborhood as a condition of 
receiving assistance, and in June 1951, a few days after the lease and agreement 
had been renewed for the period ending May 31, 1952, on learning that plaintiff 
was selling at prices 6 or 8¢ a gallon higher than the next station to the South, 
demanded that plaintiff terminate its occupancy and get out of the leased 
premises. The plaintiff refused and written notice of termination at the end of 
the lease year, May 31, 1952, was then given. 

29. For the remaining portion of the year in which a gas war situation existed, 
October 1951—February 1952, plaintiff made no request for assistance. 

30. During the remainder of that year after June 1951 defendant charged 
plaintiff at posted tank wagon prices, but where gas war situations existed, gave 
assistance or rebates from tank wagon prices to other Texas dealers in the 
Greater Hartford area. 

31. During the period the station was operated by the plaintiff, assistance or 
rebates were received by plaintiff and other Texas dealers in November and 
December 1950, and February through June of 1951. 
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32. Gasoline deliveries to plaintiff’s station by defendant by month in the years 


1949, 1950, 1951 and 1952 in hundreds of gallons were as follows: 


First year | Second year Third year 





June 1949- | June 1950- June 1951- 

June 1950, | June 1951, June 1952, 

station oper- | station oper- | station oper- 

ated by D.J.| ated by ated by 
Raymond plaintiff plaintiff 
Se — oo — ine emanates — | —______—_. 
1949 | 1950 1951 
LE edhe ol icaceubbeerecubadeed Jade thid patethrbeultneece 496 | 592 | 1941 
BN > cde b bcdeh aiekss.b cote dacebdincdededncasibudemces ig 596 813 | 725 
I dalla tte ane hl ait cds tina elitwned amie ‘ 678 748 878 
September._.....- vin alti bands ueianiacn eee iinat eat aoe : 637 707 | 774 
ht ERR A TEED LG Tih EIGER IRE LEILA, EEL CALE CD . 430 549 2 589 
I a ee ee 540 1 681 2 532 
a Na a  atene ba gnalibaaiten 357 1 463 2304 
1950 1951 | 1952 

IG iis tritien tnteinicenassrvkelthamcnilpiiaanins scene ton 396 | 390 | 3 360 
cian 329 1 369 | 2 366 
ne tN ee ee te caer 334 1 508 399 
Bab odin dnd da dbebabuad ee a had Andee ae 489 1 634 | 513 
Niacin it tin cine eames piinasn shld eee ealadetven<treia 578 1 869 56 





1 Allowances given plaintiff and other dealers. 
2 Allowances given other dealers only. 


NortE.—In some instances allowances were not in effect during the entire months indicated. 


33. The gallonage sold by defendant to plaintiff's station and other Texas 
tions in the Hartford area from June 1949 to May 31, 1952, was as follows: 
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35. Plaintiff was in competition during the period in question with the stations 
of Pike, DeWolfe, Lamphier, Pierson, Sylvestre, Frank & Daly, Axelrod, Coiro 
and Martin. 

36. The net prices charged and allowances made plaintiff and the other Texas 
dealers named in the complaint during the period June 1, 1950 through May 31, 
1952 was as shown on Plaintiff’s Exhibits C and D which are incorporated herein 
by reference. 

37. No proof has been made of the net prices or allowances or rebates made 
by competitors of defendant to their dealers who were in competition with 
plaintiff or with other Texas dealers in the area, or made available by de- 
fendant’s competitors to customers or potential customers of defendant. 

38. Plaintiff was damaged in its ability to compete with the stations men- 
tioned in Finding 35 when required to pay a higher price than the price charged 
them by defendant. 

CONCLUSIONS OF LAW 


1. The court has jurisdiction of the parties and subject matter of the action. 

2. Price discrimination in defendant’s sales of gasoline in commerce to dealers 
other than plaintiff who were in competition with plaintiff is a violation of the 
Clayton Act as amended by the Robinson-Patman Act for which plaintiff can 
recover if harmed thereby. 

3. Defendant has failed to establish justification of price discrimination as 
practiced in order to meet an equally low price of a competitor of defendant. 

4. Plaintiff has been damaged in the amount by which its prices paid to de- 
fendant exceeded the lowest price at which defendant sold to its competitors 
during the same periods. 

5. Plaintiff is entitled to recover of the defendant treble damages, a reasonable 
attorney’s fee, and costs. 
Dated at Hartford, Connecticut, this 30th day of September, 1955. 


J. JoseruH SMITH, 
United States District Judge. 


APPENDIX IX 
(Socony-Vacuum Orn Co, Repty TO COMMITTEE QUESTIONNAIRE) 


Socony-VAcuuM OIL Co., INc., 
New York, N. Y., January 27, 1955. 
Hon. Epwarp J. THYE, 
Chairman, Select Committee on Sinrall Business, 
United States Senate, Washington, D. C. 

Dear SENATOR THYE: At the request of Mr. B. Brewster Jennings, I have had 
prepared and am forwarding herewith for your consideration four copies of the 
answer of this company to the questionnaire of the Senate Small Business Com- 
mittee, which was enclosed in your letter of November 6, 1954. 

In some portions of the questionnaire, reference is made to “distributors” 
and in others to “jobbers.” It is my impression that it was not your intent to 
create two separate classifications by the use of these terms. Consequently, in 
our own answers we have followed the text of your questions and referred to 
“jobbers” or “distributors” on an interchangeable basis, intending thereby to 
denote a single class composed of all of our jobbers and distributors handling our 
products. 

In the event that you wish any clarification on our answers, or any further 
information with respect to the subject under investigation, please let me know, 
as it is our desire to give you our full cooperation. 

Sincerely, 
HERBERT WILLETTS, 
Vice President and Director in Charge of Domestic Marketing. 


ANSWERS ON BEHALF OF Socony-VAcuuM OIL Co., INC., TO QUESTIONNAIRE OF 
SENATE SMALL BUSINESS COMMITTEE, DATED DECEMBER 6, 1954 


The answers set forth below are numbered to correspond to the paragraphs 
and subparagraphs of the Senate Small Business Committee questionnaire. 
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Answers to questions 1 and 1 (a) through 1 (f): 1, 688: 1 (@), 179; 1 (6), 1; 


1 (c),1;1 (d), 457; 1 (e), none; 1 (f), for first 9 months of each year in gallons: 
1953 1954 

18, 657, 653 23, 429, 238 

152, 512 185, 216 

276, 356 747, SOl 

25, 337, 065 27, 900, 483 

Answers to questions 2 (a) through 2 (e): 2 (a), 397 (Socony-Vacuum has no 
company-owned distributors, These outlets are served by our own direct opera- 
tion; 2 (b), 240; 2 (c) and 2 (d), only one retail outlet was served on our behalf 
by an independently owned and operated jobber. For your information, how- 
ever, independently owned and operated distributors of our brand of products 
served 78 retail outlets in New Jersey on their own behalf. These 78 outlets are 
in addition to the 638 outlets reported in our answer to question 1 above; 2 (e), 
for first 9 months of each year in gallons: 

1953 1954 
30, 619, 855 35, 859, S73 
13, 752, 656 16, 340, 619 
51, 075 62, 246 

Answers to questions 3 and 3 (a) through 3 (c): 3, 180; 3 (@), 63; 3 (b), 17; 
3(c), 100. 

Answers to questions 4 (a) and 4 (b) :4 (a), 2; 4(0), none. 

Answer to questions 5 (a) through 5 (e):5 (@),3;5 (0), 77; 5 (ce), 100; 5 (d), 
none; 5 (e), see our B-1699 filling station lease which is attached hereto as 
exhibit A. 

Answer to question 6: It is the policy of our company to establish annual rentals 
to dealers for all outlets leased or owned by us based on their value as income 
producers to dealers. We collect these annual rents on a monthly basis in the 
form of— 

(a) A flat sum per month which may vary in individual months, but in 
all cases the sum of individual monthly collections shall equal the annua! 
rent. 

(b) A gallonage charge on all gasoline sold to the outlet. 

If the amount collected monthly exceeds the flat monthly rental, the dealer shall 
have the option of receiving a refund or credit memorandum or of allowing the 
excess to be applied against subsequent month’s rentals. If the amount collected 
during the month is less than the flat monthly rentals, the deficit is charged to the 
dealer or applied against excess collections made in prior months. 

Answer to question 7: First sentence, no; second sentence, 6; third sentence, 
see our retail dealer contract B-2075 which is attached hereto as exhibit B. 

Answers to question 8 and 8 (a) through 8 (c): 8, none; 8 (a), none; 8 (b), 
637 (does not include the 1 company-operated station in New Jersey); 8 (c), for 
the first 9 months of each year in gallons: 1953, 44,271,074; 1954, 52,077,522. 

Answer to question 9: First sentence, 169 ; second sentence, none. 

Answer to question 10: 


Dealer turnover at Socony-Vacuum lessee-dealer outlets in New Jersey, 
1952 to 1954 


Dealer changes 
Number les- 
see-dealer 
outlets Dec. Number 
3 outlets in 
volved 


Number Average for 
dealers in- outlets in- 
volved volved 


Percent 
total outlets 





33 
38 
38 | 





Answer to question 11: None. 

Answer to question 12: None. 

Answers to questions 13 (a) through 13 (e): 13 (a), 637 (does not include 
the 1 company-operated station) ;13 (b),1; 13 (c), none; 13 (d),1; 13 (e), none. 

Answer to question 14: Regarding the answer to question 13 (a), all of the 
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voluntary discounts were given to provide assistance to our dealers SO that they 
could meet competitive price conditions at the retail level. Regarding the an- 
swer to question 13 (b), a small credit of one-fourth cent per gallon was given 
to one dealer in order to secure his business as against competitive offers of at 
least an equal amount. Regarding the answer to question 13 (d), the sign rental 
which was paid to one dealer was for displaying national advertising on a sign 
area 12 feet by 30 feet. The rental paid for this display is being charged to our 
national advertising account. 





Exurstr A 
(Exhibit for question 5 (e)) 
Firtine StaTIoN LEASE OR SUBLEASE 


(SHORT FORM) 


-arties * 
7 ROE TORO one igtainddineennesune 19___ between Socony-Vacuum Or CoMPany, 
INCORPORATED, a New York Corporation, having an office at ____-._-------------- 
Chanting Ger ealbed ~EaeeeE 3; WUE ik ok thin ce twee dna nabntinitiatinene 
i cee ian a ieenegineeniniaadas jointly and severally, 
(hereinafter collectively called “Tenant”). 

1. Landlord hereby leases unto Tenant and Tenant hereby hires and takes the 
following premises including the buildings, improvements and equipment now 
or hereafter placed thereon: 


Premises 


Excepting any premises which are the subject of any prior lease by Landlord, its 
predecessors or assignors. Said exception shall survive the termination of any 
such prior lease. 

Subject to any state of facts an accurate survey might show, to any mortgages 
now or hereafter placed on the premises and to any underlying lease. 


Use 
Said premises shall be used principally for the operation of a gasoline filling 


station and shall not be used for the sale of intoxicating or alcoholic beverages or 
for any purpose prohibited by law, ordinance, covenant, condition or restriction. 


Term 


2. The term of this lease shall be for an original period of one year beginning 
ihn cates tree eee and ending ~.-...-..._....._.... and for yearly, auto- 
matic renewal periods thereafter; provided, however, that either party may, 
by written notice to the other given not less than thirty (30) or more than ninety 
(90) days prior to the expiration of the current period (original or renewal), 
specify the end of such period as the date of termination and on such date this 
lease shall terminate. 


Rental 


The rental is 
Strike out inapplicable provisions 


Bek I Ae itil per (year) (month) commencing 
ibis nds ieectaieiambalbine payable in instalments of ~..............______cents for 
each gallon of motor fuel delivered into storage tanks at the premises and at 
the times of such deliveries. If at the end of each (year) (month) the gallonage 
payments as determined by Landlord are less than the fixed rental, Tenant shall 
forthwith pay the deficiency and if in excess, Landlord may credit the excess 
to any sums owed Landlord hereunder or otherwise. Any credit in Tenant’s 
favor in excess of sums so owed shall be paid to Tenant. ; 

Cee ae eee per month payable in advance on the 
of — and every month during the term. 


is - ahilbeaababececi aca cents for each gallon of motor fuel delivered into storage 
tanks at the premises payable on delivery. 


1 These sideheads were marginal notes in original lease. 
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D. cents for each gallon of motor fuel delivered into 
storage tanks at the premises, payable on delivery but not less than $_ tial 
per month, any deficiency to be paid before the 10th of the following month. 


Maintenance obligations—landlord 


4. Landlord agrees: (a) to paint Landlord's buildings and equipment covered 
by this lease whenever deemed necessary by it for preservation and (b) to repair 
such buildings and equipment to the extent deemed necessary by it to keep same 
in operating condition, provided the necessity therefor is not, in Landlord’s opin- 
ion, due to negligence or misconduct of Tenant or Tenant's agents or employees. 
Landlord’s obligation to repair will not arise until: (i) Landlord is notified in 
writing that the item in question is not in good operating condition and (ii) Land- 
lord shall have determined in its uncontrolled discretion and within a reason- 
able period that the repair is necessary and that the need is not due to the afore- 
said negligence or misconduct. Tenant shall make the item harmless and shall 
not use or permit anyone else to use it until repaired. In lieu of repairing, 
Landlord may replace. 


Maintenance obligations—Tenant 

5. Tenant agrees: (a) to keep the premises in good, safe, operating and tenant- 
able condition at all times, ordinary wear excepted, and except to the extent 
Landloard shall paint, repair or replace under Section 4, subdivisions (a) and 
(b); (b) to keep adjacent sidewalks, curbs and drives in like condition and free 
from snow, ice and encumbrances; (c) to comply with all requirements of com- 
petent authorities in respect of the premises and sidewalks, drives and curbs 
adjacent thereto, and of the Board of Fire Underwriters and similar organiza- 
tion; (d) to furnish fluid for fire extinguishers included in the leased equipment. 


Other obligations of tenant 


6. Tenant agrees: (a) to pay said rental punctually; (b) to permit Landlord 
to enter and inspect; (c) not to alter said premises; (d) Tenant, Tenant's heirs, 
representatives, successors and assigns shall not assign, mortgage or pledge this 
lease or any interest therein, or sublet in whole or in part; (e) not to leave the 
premises vacant or unoccupied; (f) not to place, install, permit, use, or keep, 
without Landlord’s written consent in each instance, any shed, awning, projection, 
structure, booth, or vending or dispensing device, except that Tenant may with- 
out such consent install storage and merchandising equipment for petroleum 
products, tires, batteries and automotive accessories if removable without damage 
to the premises; (g) at any termination of this lease, to surrender the premises 
with all improvements to Landlord in good condition, without notice; (h) to 
accept premises in their present condition, which is known to Tenant; (i) that 
Landlord shall not be responsible for any defect or change of conditions in 
respect of the premises or for damage to same; (j) to indemnify Landlord against 
all loss and liability on account of any injury to property or person (including) 
death) arising out of or in connection with (i) the premises (including appur- 
tenances and adjacent sidewalks, drives and curbs) or the use thereof, or 
(ii) any default by Tenant, and against all fees, expenses and costs in connection 
with any of the foregoing; (k) during the last five (5) months of the term or any 
renewal to permit Landlord to post “For Sale” and “To Let” notices and to enter 
and show the premises; (1) to pay all water, sewer, gas and electricity charges 
and all taxes and license fees imposed on the premises or any part thereof or the 
use thereof, except real and personal property taxes on the land and buildings, 
improvements and Landlord’s equipment now thereon; (m) to waive all present 
and future rights in respect of redemption or repossession and all demands or 
notices for rent, entry or re-entry, and/or in respect of any action of ejectment 
or otherwise to recover possession; (n) that any improvements made by Tenant 
Shall at the termination of this lease belong to Landlord absolutely; (0) to waive 
a jury trial in connection with this lease and to waive any right in any condemna- 
tion or eminent domain award. 


Bankruptcy, default, etc. 


7. If bankruptcy proceedings shall be instituted by or against Tenant, or if 
Tenant shall make a composition with creditors or an assignment for creditors, 
or take advantage of any law for the benefit of debtors, or if execution shall issue 
against Tenant or Tenant’s effects, or if a receiver or trustee shall be appointed 
of Tenant’s property, or if this lease shall by operation of law (except by Tenant’s 
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death) or otherwise pass to any person or representative other than Tenant, or 
if Tenant is in default under this lease, or if any underlying lease is terminated 
for any reason whatsoever, or if any part of the premises shall be taken for public 
or quasi-public use, then at any time after any such event the term of this lease 
shall expire on the date fixed by written notice from Landlord or Tenant, with 
the same effect as if such earlier termination were the date originally fixed for 
the expiration of the term. In the event of Tenant’s death this lease shall termi- 
nate as of date of death without notice. Landlord shall, in the event of any 
termination, have the right to re-enter and re-possess the premises. Any termi- 
nation, re-entry or re-possession shall not affect accrued rights of Landlord. 


Rights and remedies of landlord 


8. All rights and remedies of Landlord are cumulative. The right of the Land- 
lord to insist on strict performance shall not be affected by any waiver or 
previous course of dealing. Any entry or re-entry by Landlord, however arising, 
shall not discharge Tenant from liability hereunder. If Tenant fails to perform 
any obligation hereunder, Landlord may perform same and charge Tenant with 
the expense as rent hereunder. If at any time Tenant is indebted to Landlord 
for any sums in addition to the rent, Landlord may first apply any payments by 
Tenant to such other indebtedness. 


Notices and miscellaneous provisions 


9. Any notice shall be in writing and shall be deemed to have been given at 
the expiration of the normal time required for delivery after mailing if properly 
mailed to the address herein specified (unless changed by written notice), or 
when delivered personally at such address, or, in case of a notice to Tenant, when 
left at the demised premises. The performance of all provisions shall be without 
expense to Landlord unless otherwise provided. Any words importing agreement 
shall be construed to include a covenant. Neither this lease nor any modification 
shall be binding on Landlord unless in writing and signed by an officer or man- 
ager. This instrument contains the entire agreement between the parties in 
respect of the subject matter. The provisions herein contained, except as other- 


wise provided, are binding upon the heirs, representatives, successors and assigns 
of the parties. 


Marginal notes 


10. The marginal notes are inserted only as a matter of convenience and for 
reference and in no way define, limit or describe the scope or intent of this lease. 
Executed and delivered the day and year first above written. 
Socony-VacuuM Or CoMPANyY, INCORPORATED, 


EXHIBIT B 
(Exhibit for question 7) 


RETAIL DEALER CONTRACT 


(FOR USE ONLY WHEN SELLER MAKES ALL DELIVERIES TO BUYER’S PREMISES) 


Socony-Vacuum Om Company, INCORPORATED 
CONTRACT made 195__.._between Socony-Vacuum Om 


CoMPANY, INCORPORATED, having an office at 
hereinafter called Seller, and 


hereinafter called the premises. 








eS -— 
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PRODUCTS 


1. Products ; Quantities.—Seller shall sell and Buyer shall purchase not less 
than the minimum and not more than the maximum quantities of the products set 
forth below, the amounts so sold and purchased within such limits to be those 
ordered by Buyer. For this contract 8 pounds of grease equal 1 gallon of oil. 
Buyer shall not export or sell for export goods purchased hereunder. 


Minimum Marimum 


amount per amount per Applicable Minimum 
Products month month months delivery 
Gasoline...........- ~--e00------Gals, ............gals. May to Oct. incl. 60% of storage capacity 
res onli!  badbbadbuitels gals. Nov.to Apr. incl. 60% of storage capacity 
Oils and Greases.... _........_._gals. bed -gals. May to Oct. incl : aleuaol ial 
Oils and Greases.... -........... gals. ; -gals. Nov.toApr.inel. —_.. rs gals. 
Diese] Fuel_ Cilisllais: cnreoninpiiech inane spain gals. May to Oct. incl. eas gals. 
Diesel Fuel_ oa aneedinvcens aa gals. Nov. to Apr. incl gals. 
eis — eee ...-gals. May to Oct. incl gals 
---Gals. ............gals, Nov. to Apr. incl ‘ .. gals. 
RL Uhincenn gals. May to Oct. incl. gals. 
jichnid SEE” Clade ce gals. Nov.toApr.incl. _. gals. 
Downe Piticamsicend, icccsnsé gals. ............gals. May to Oct. incl a Sab es ...gals. 
Sovasol No... --. aul tase iegdtiaial MMM i gals. Nov. to Apr. incl. gals. 
Alcohol Anti-Freeze_ _...__- i. veme gals. May to Oct. incl. —_... ; gals. 
Alcohol Anti-Freeze_ _._.__.. a gals. Nov. to Apr. incl hee gals 
Ethylené Glycol. 

Base Anti-Freeze. -..........- sta cienain sill ROI Sa ME gals. 
Ethylene Glycol. 

a 83.0355. 50.00e) 25.5. 255 eee, | SR a ee ee i os ck gals. 
Mobil Specialties......... Nome ............ $ eich nn ES ae 
Mobil Tires........... inn ededneds $ BN tee Mintaiticebsiii 
Mobil Batteries........... Nome......... $ Each month... aa 
Seller’s Automotive 

pe ee ee ST i aniends “Cicwincenbenee 


Grades, brands, and packages shall be those marketed by Seller at times of 
deliveries to similar dealers in Buyer’s area, all as determined by Seller. 

2. Prices; Terms; Deliveries.—Prices not covered by an attached rider shall 
be those posted or listed by Seller at its shipping point at time and for place of 
delivery for Buyer’s then class of dealers as determined by Seller. Any price 
riders are subject to change by Seller. Prices are prior to taxes, if any. All 
prices are payable in cash at time of delivery except to the extent credit is ex- 
tended. Cash discounts, if any, are not applicable to taxes, freight or container 
charges. All payments shall be at par. Seller shall not be required to make 
deliveries of less than minimum quantities specified above but may do so at its 
option. Deliveries shall be made at the premises and shall be promptly received 
by Buyer. Quantities shall be computed without temperature adjustment. 

3. Taves.—The amount of any present or future governmental tax, fee or duty 
(not included in the price or otherwise paid by Buyer) on or measured by (a) 
this contract, (b) the products or constituent materials covered hereby or (c) the 
manufacture, sale, use, or handling of said products or materials, shall be paid 
by Buyer to Seller. 

4. Credit Customers.—Buyer may, when requested by Seller, sell said products 
on credit authorized by Seller and on each such sale shall assign to Seller the 
account receivable by delivery of the credit card sales ticket (or by such other 
method as Seller may direct), for which Seller shall pay as full payment the 
face amount thereof not to exceed, however, Buyer’s regular posted price at time 
of sale and provided such assignment is made within 30 days after such sale. 

5. Brands; Advertising.—Seller’s brand names and trademarks shall be main- 
tained by Buyer on said products and on all facilities in which they are handled. 
Advertising material, if loaned by Seller, shall be used solely for the sale of 
Seller’s products on the premises, shall remain Seller’s property and be returned 
on the termination of this contract. All advertising, including color schemes, 
of Seller’s products shall be subject to Seller’s approval. 

6. Returnable Containers.—All containers on which Seller charges a deposit 
shall remain Seller’s property, shall be used only for the original contents and 
shall be returned promptly in their delivered condition, less ordinary wear, to 
Seller’s shipping point or warehouse as Seller may direct, freight collect. If 
Seller maintains in Buyer’s area a regular pick-up service, Seller shall collect 
containers on notice. Deposit charges are payable without discount when pay- 
ment for contents is due and shall be refunded provided the container is returned 
within 90 days. For failure so to return, Seller shall retain the deposit in settle- 
ment for the container and expenses. 
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7. Leaded Gasoline.—Buyer shall comply with all health and labeling require- 
= a of any governmental agency, of the supplier of tetraethyl lead and of 
Seller. 

8. Claims.—Any claim for deficiency in quality or quantity shall be waived 
unless Seller is notified in writing and given an opportunity to inspect within 
10 days after delivery as to packaged products and within 2 days after delivery 
as to unpackaged products. Furthermore, Buyer agrees in consideration of 
Seller’s execution of this contract that any claim of any kind by Buyer based 
on or arising out of this contract or otherwise shall be barred unless asserted 
by Buyer by the commencement of an action within 6 months after the delivery 
of the products or other event, action or inaction to which such claim relates. 
This provision shall survive any termination of this contract, however, arising. 


EQUIPMENT 


9. Loan.—At Buyer's request, Seller, without obligation to make replacements, 
lends to Buyer the equipment hereinafter listed. Additional loaned equipment 
shall be covered hereby. Seller agrees (a) to paint said equipment whenever 
deemed necessary by it for preservation and (b) to repair it to the extent deemed 
necessary by it to keep it in operating condition, provided Seller is notified in 
writing that the item in question is not in good operating condition and Seller 
shall have determined in its uncontrolled discretion and within a reasonable 
period that the need for repair is not due to the negligence or misconduct of 
Buyer or Buyer’s agents or employees. Buyer shall make the item harmless and 
shall not use or permit anyone else to use it until repaired. In lieu of repairing 
Seller may replace. 


Item Value 


10. Premises.—Buyer is the (owner) (lessee) of the premises, and if not the 
owner, shall procure the owner’s signature to the consent below. Seller may 
enter upon the premises at any time to exercise any right. If Buyer leases the 
premises from Seller the lease shall govern all equipment. 

11. Conditions of use—wWith respect to said equipment, Buyer shall (a) pay 
promptly all taxes and fees thereon and on the installation and use thereof, (b) 
keep it in good repair except to the extent Seller shall repair or replace under 
Section 9, (c) make no additions thereto or alterations therein without Seller’s 
written consent, (d) keep legible and visible all marks and signs of Seller, (e) 
comply with all laws and regulations covering its maintenance and use, (f) do or 
permit to be done nothing prejudicial to Seller’s title, (g) not remove it or deliver 
it to anyone but Seller, and (h) use it solely for Seller’s products on the 
premises. 

12. Status on Termination.—On the termination of this contract for any 
reason, Buyer shall promptly return said equipment to Seller. If not so re- 
turned, Seller may remove it without liability, without prejudice to other rights 
or remedies, and without obligation to restore the premises to their former con- 
dition or to repair or pay for damage incidental to removal, or Seller may 
abandon all or any part thereof. However, Buyer shall be obligated to purchase 
underground tanks at the values stated above plus Seller’s installation costs, if 
Seller so elects by notice given to Buyer not less than 30 days after termination 
of this contract. Until such price is paid, title shall not pass unless Seller other- 
wise elects, and if not paid promptly, Seller may remove such tanks or leave 
them and collect the price from Buyer. The stipulated values and Seller’s rec- 
ords on installation costs shall be conclusive. 


GENERAL 


13. Contingencies.—Seller shall not be liable for loss, damage or demurrage 
due to any delay or failure in performance (a) because of compliance with any 
order, request or control of any governmental authority or person purporting to 
act therefore, or (b) when the supply of products or any facility of production, 
manufacture, storage, transportation, distribution or delivery contemplated by 
Seller is interrupted, unavailable or inadequate because of wars, hostilities, 
public disorders, acts of enemies, sabotage, strikes, lockouts, labor or employment 
difficulties, fires, acts of God, accidents, or breakdowns, plant shutdowns for 
repair, maintenance or inspection, weather conditions or any cause beyond its 
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control whether or not similar to any of the foregoing. Seller shall not be re- 
quired to remove any such cause or replace the affected source of supply or 
facility if it shall involve additional expense or a departure from its normal! 
practices. If for any such cause there is, or Seller believes in its reasonable 
opinion there may be, such a shortage of supplies that Seller is or may be unable 
to meet the demands of all of its customers of all kinds, Seller may allocate 
among such customers its available supplies in such reasonable manner as it may 
determine. Seller shall not be required to make up deliveries omitted due to any 
of the causes referred to herein. Buyer shall not be liable for failure to receive 
products if Buyer is prevented from receiving and using them in its customary 
manner by any cause beyond its control. 

14. Indemnity.—Buyer shall idemnify Seller against all losses and claims 
(tncluding those of the parties, their agents and employees) for death, per- 
sonal injury or property damage arising out of (1) the use or conditions of 
Buyer’s premises or the equipment and facilities thereon, regardless of any 
defects therein, (2) Buyer's non-performance of this contract or (3) the storage 
and handing of products on the premises. Seller does not warrant or guarantee 
any equipment or facilities. 

15. Expenses ; Permits.—Buyer shall pay all expenses, taxes and fees in con- 
nection with the maintenance and operation of the premises, including all equip- 
ment and facilities and the business conducted thereon, shall obtain all necessary 
permits or licenses and shall comply with all applicable governmental regula- 
tions. 

16. Duration.—This contract shall continue for an original period of 

I Si isnt Na det ceclp asinine adits fs 
and for successive yearly renewal periods thereafter ; provided, however, that it 
shall terminate at the end of any current period (original or renewal) by notice 
from either party to the other, given not more than 90 nor less than 30 days 
prior to such termination. If the premises are covered by a lease to which 
Seller is a party, Seller may terminate this contract at any time by notice to 
Buyer on any termination of such lease. Seller may similarly terminate this 
contract on default by Buyer hereunder, or may suspend deliveries during default. 
If the original period is over one year, Seller may terminate this contract within 
such period on any anniversary of the commencement of the original period by 
notice given to Buyer not less than 30 days prior to the anniversary date. Any 
termination shall be without prejudice to Seller’s accrued rights. If Buyer is 
indebted to Seller at the time of any termination, title to Buyer’s unsold products, 
in good condition, bought from Seller shall, on notice to Buyer, revest in Seller 
who, on receipt in good condition, shall apply the amount charged therefor 
against such indebtedness. 

17. Miscellaneous.—Any assignment of this contract by Buyer without Seller’s 
written consent shall be void. This instrument contains the entire agreement 
covering the subject matter. Seller’s righ to require strict performance shall 
not be affected by any previous waiver or course of dealing. Neither this con- 
tract nor any modification shall be binding on Seller unless signed by an an- 
thorized representative. Part performance shall not be deemed a waiver of this 
requirement. Any notice hereunder shall be in writing and shall be delivered 
personally (to an officer or manager in the case of Seller) or sent by mail to the 
address specified above unless changed by notice. Notice by mail shall be deemed 
given at the expiration of the time normally required to make delivery. In no 
event shall Seller be liable for prospective profits or special, indirect or conse- 
quential damages. 


Socony-VAcUUM OIL COMPANY, INCORPORATED 


CONSENT OF OWNER OF PREMISES 


In consideration of Seller’s entering into the foregoing contract and lending 
the equipment therein specified, the owner of the premises consents to the con- 
tract, and to any similar one with any other occupant and agrees (1) that any 
equipment loaned or consigned to an occupant shall remain Seller’s personal 
property, irrespective of how it may be affixed, and may be removed or abandoned 
at any time, (2) that Seller shall have all rights provided for in the contract 
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whether or not then in effect and (3) that no such equipment shall be subject to 
lien or process on account of any rent or other amounts now or hereafter due. 
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APPENDIX X 
(Tipe Water AssoctAtep Ort Co. REPLY TO COMMITTEE QUESTIONNAIRE) 


TiIpE WATER ASSOCIATED OIL COMPANY, 
EASTERN DIVISION, 
New York, N. Y., February 7, 1955. 
Hon. Epwarp J. THYE, 
Select Committee on Small Business, 
United States Senate, Washington, D. C. 


Deak Senator: Mr. D. T. Staples, president of this company, acknowledged 
receipt of your letter of December 6, 1954, and directed that information be 
compiled to answer the questionnaire you enclosed concerning this company’s 
marketing operations in New Jersey. 

The answers to the questionnaire have now been completed, and in Mr. Staples’ 
absence from this office I am transmitting them to you herewith. I trust you 
will find the enclosed information satisfactory for your purposes. 

Sincerely yours, 
R. D. Rogers. 


ANSWERS OF TIDE WATER ASSOCIATED OIL COMPANY, NEW YorK, N. Y., TO QUES- 
TIONNAIRE DaTED DECEMBER 6, 1954, oF SENATE SMALL BUSINESS COMMITTEE 


(Note.—Data as to number of stations and the like are as of November 30, 
1954, and volume totals are for the first 11 months of 1954. Answers relate to 
New Jersey operations only.) 

1. Give the number of gasoline service stations and other establishments re- 
tailing petroleum products which are regularly served by your company. An- 
swer: 455. This figure includes gasoline accounts only, and excludes accounts 
which purchase from us only motor oils and greases. 

(a) How many of these retail outlets are operated by lessee dealers of your 
company? Answer: 148, 

(b) How many of these retail outlets are operated by employees of your com- 
pany? Answer: None. 

(c) How many of these retail outlets are operated by commissioned agents of 
your company? Answer: None. 

(d) How many of these retail outlets are independently owned and operated 
by persons whose only relationship to your company is that of customer to 
supplier? Answer : 307. 

(e) How many of these retail outlets are operated on a basis other than those 
described in parts (a), (b), (c), and (d) of this question? Describe every such 
additional category, and give number of retail outlets included in each. Answer: 
None. 

(f) For each category enumerated above, give total gasoline gallonage deliv- 
ered by your company. Answer: (@) Lessee dealers, 17,867,604 (11 months) ; 
(b) other dealers, 18,558,596 (11 months). 

2. Of those retail outlets included in your answer to question 1 above: 

(a) How many are served by your company-owned distributors? 

(b) How many are served by commissioned agents of your company? 

(c) How many are served through independently owned and operated 
jobbers? 

(d@) How many are served through wholesalers falling in none of the fore- 
going categories? Describe the different categories in which such retail out- 
lets fall, and give number of outlets in each. 

(e) Give total gasoline gallonage delivered by your company to outlets 
included in each of the categories enumerated above. 

Answer: The answer to all of the subdivisions of question 2 is none. How- 
ever, in addition to sales to the dealers included in the answer to question 1, 
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during the first 11 months of 1954 we sold a large quantity of gasoline to com- 
mercial consumers, and to governmental and municipal accounts, and we also sold 
32,540,261 gallons of gasoline during that period to independently owned distribu- 
tors who marketed it under the company’s brand names through their own service 
stations, to dealers, commercial and governmental accounts. We have no in- 
formation available as to the proportion marketed in any particular manner, nor 
as to the contract or lease arrangements between the distributors and their 
several classes of customers. 

3. Give the number of gasoline service stations which are leased or subleased 
by your company to dealers or independent operators. Answer: 148. 

(a) For how many of these units is all of the realty owned by your company? 
Answer: 45. 

(b) For how many of these units is only the building or buildings owned by 
your company? Answer: Our records show that in 32 of the 108 leased stations 
shown in the answer to question 3c the company has an investment in the 
buildings. 

(c) How many of these units are leased by your company from their owners? 
Answer: 103. 

4. (a) How many of your lessee dealers are a party to more than one service 
station lease agreement with your company? Answer: None. 

(6) How many are a party to more than five such agreements? Answer: None. 

5. (@) How many of your lessee dealers pay a rental based entirely upon their 
gasoline gallonage? Answer: None. 

(6) How many pay only a flat sum rental to your company? Answer: 69. 

(c) How many pay a rental which is determined by a combination of the flat- 
sum method and the gallonage method? Answer: None. 

(d@) What other methods of determining rental are used by your company? 
Describe each method and give number of lessee dealers subject to each. Answer: 
79 pay a per gallon rent with a minimum monthly rental. In some leases there 
is also a maximum monthly rental. 

6. Describe how your company customarily determines the rental that is to be 
charged for service stations locations. Answer: There is no fixed formula. In 
all cases we endeavor to secure in rental an amount sufficient to cover the full 
annual charges against the station, including taxes, depreciation, interest on in- 
vestment, repairs and maintenance, and in the case of leased stations, the rent 
we must pay to the owner. In some cases we are unable to do this because of 
the changed character of the neighborhood since acquisition or other reasons. 
On the other hand, in some cases, particularly where the station has been owned 
or leased for a considerable period of years and has benefited through road im- 
provements, increased traffic and the like, the rental value has increased and 
we are able to secure in rent substantially more than the fixed charges against 
the station. 

7. Does your company have a supply contract in effect with every retail outlet 
which it regularly serves with gasoline or other petroleum products? If it does 
not, give the number of outlets so excepted. Also, provide specimen copies of the 
different supply contract forms used for retail outlets. Answer: No; 14 outlets; 
copy of dealer contract (exhibit A) and T. C. 8. S.; dealer contract (exhibit B) 
attached. 

8. Give the number of your company’s gasoline customers reselling at retail 
who are regularly supplied in tank car or larger quantities. Answer: None in 
railway tank cars, but three by truck transport. 

(a) How many of your gasoline customers reselling at retail are classified by 
your company as tank-car or truck-transport purchasers? Answer: 3 

(b) How many of your gasoline customers reselling at retail are classified by 
your company as tank-wagon purchasers? Answer: 452. 

(c) For those customers included in your answers to parts (a) and (b) 
of this question, what was the total gallonage delivered to each category? 
Answer: (a) 1,191,170; (0) 35,235,030. 

9. Give the number of service stations or other establishments retailing gaso- 
line which were operated by your lessee dealers in January of 1952. How many 
of such units have been changed to commissioned agent-operated stations since 
that time? Answer: 135; none. 

10. Give the annual rate of turnover among your lessee dealers for the years 
1952, 1953, and 1954. Answer: We are not sure what is wanted in answer to this 
question. Many stations have had no change of lessee for many years. On the 
other hand, certain stations have had several changes within a single year. 
These changes occur for a variety of reasons. Furthermore, the number of serv- 
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ice stations varies from time to time as the result of new acquisitions and lease 
expirations. We trust the following, showing with respect to each year the num- 
ber of stations which had no change in lessee, or one or more changes, will give 
the committee the information it requires. 
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11. Give the number of service stations served by your company which also 
handle the branded gasoline of a competitive oil company. Answer: 6. 

12. Give the number of service stations selling your gasoline under private 
brand names. Answer: None. 

13. Give the number of gasoline service stations and other establishments 
retailing petroleum products which have received from your company during this 
year of 1954 each of the following benefits : 

(a) A voluntary discount from posted prices of gasoline. Answer: 455. 

(b) A rebate of part of the purchase prices of gasoline. Answer: 4. 

(c) A pecuniary allowance which may be applied toward the purchase of 
petroleum products. Answer: None. 

(d) A sign rental. Answer: None. 

(e) Other compensation paid retail outlets for promotion of your company’s 
brand name. Answer: None. 

14. Describe the purpose for which each category of benefits enumerated in 
question 13 was paid. 

Answer: (a) During 1954 a series of gasoline price wars occurred in New 
Jersey, and our dealers, to keep their customers, had to reduce their retail prices 
to meet the lower prices of their competitors. Dealers in the affected areas 
were allowed to buy gasoline at prices lower than the posted prices as otherwise 
their losses might have resulted in losing their businesses. Had we not made 
such allowances, many of such dealers would have refused to continue to trade 
with us. 

(bd) In certain cases dealers have been offered gasoline at lower than normal 
prices by competitors and to avoid loss of such business we have, in a few in- 
stances, met such competition by agreeing to give the dealer a concession or 
rebate. 


(c) None. 
(d) None. 
(e) None. 
(Exhibits for question 7) 
EXHIBIT A 
TIDE WATER ASSOCIATED OIL COMPANY 
(EASTERN DIVISION) 
DEALER CONTRACT 
GASOLINE AND LUBRICANTS 
This contract made the ~--------- aac re al , 19____, petween 


TipE WATER ASSOCIATED Orn CoMPANY, a Delaware corporation, with offices at No. 
17 Battery Place, New York 4, N. Y., called “Seller”, and ~----------~---~-- 
(If a partnership, so state, giving names of partners ; where trade name, state name of 


proprietor) 
Sicsubatinchibadbnddlaal , doing business at premises located at ~ ------------------ 
cicesailiaap aes Street, in the City or Town of ~--------_------_, County of ~--_---- 
bzksd iat , State of _._.__.._.__.._~--, called “Dealer”. 
WITNESSETH : 
1. Term.—The term of this contract shall be for a period of ~----- year (s) 


commencing on the ___------- One hs ae 19____, and from year to 
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year thereafter, subject to termination at the end of the initial period or any 
such subsequent year by either party upon thirty (30) days’ prior written notice 
mailed to the other party at its above address. If Dealer occupies the above 
premises under a lease from Seller, then in that event, notwithstanding anything 
herein to the contrary, this contract shall terminate automatically upon any 
termination of said lease. 

2. Products and quantities.—Seller shall sell and deliver to Dealer and Dealer 
shall purchase and take from Seller during the term hereof Dealer’s require- 
ments of Tydol Flying A and Tydol Ethyl! Gasolines, Veedol Motor Oils and 
Greases and Tydol Motor Oils for resale at the above premises of Dealer. Seller 
shall have the right at any time to eliminate Tydol Ethy! Gasoline from this con- 
tract or to substitute herein another premium gasoline for Tydol Ethy! Gasoline. 

3. Price.—Dealer shall pay Seller at time of delivery (or, if credit is extended, 
on date when due), for all deliveries hereunder as follows: 

For Tydol Flying A and Tydol Ethyl Gasolines: Seller’s respective posted 
dealer’s prices therefor at time of delivery, as posted by Seller at its bulk 
plant from which deliveries are made hereunder, effective for the territory 
in which the above premises of Dealer are located. 

For Veedol Motor Oils and Greases and Tydol Motor Oils: The list prices 
shown therefor for the respective brands and containers on Seller’s Dealer's 
Price List for Veedol and Tydol Lubricants in effect at the time of delivery 
for the territory in which the above premises of Dealer are located, with 
allowance of the respective discounts, if any, shown thereon as and when 
earned by Dealer. 

4. Taves.—In addition to the provided purchase price, Dealer shall pay all 
duties, taxes and other charges now or hereafter imposed by any federal, state or 
other governmental authority in the United States with respect to the importa- 
tion, production, transportation, manufacture, sale, delivery or use of any of the 
products covered by this contract, which Seller may be required by any such 
authority or otherwise to assume, pay or collect. 

5. Deliveries —All products shall be delivered to the above premises of Dealer 
with reasonable promptness on Dealer’s orders and Seller shall make deliveries 
in its usual manner. Seller shall make deliveries during business hours only 
and not on Sundays or holidays, except at Seller’s option. Deliveries shall be made 
in fairly equal quantities and Seller reserves the right to refuse deliveries in ab- 
normal quantities or in quantities in excess of Dealer’s usual requirements. Seller 
reserves the right to refuse to make deliveries into any storage equipment of 
Dealer which in the sole judgment of Seller is unsafe or otherwise unsatisfactory 
for the receipt of deliveries. The quantity of each delivery of gasoline hereunder 
shall be determined at the time of delivery by volumetric measurement of the 
containers from or into which delivery is made or by meter attached to the de- 
livery equipment, at Seller’s option. Said quantity shall be shown on delivery 
ticket issued by Seller covering such delivery and shall be accepted as final by 
both parties. 

6. Claims.—Dealer waives any claim against Seller as to price or quantity of 
any delivery of products hereunder, unless such claim is made by Dealer to 
Seller in writting within forty-eight (48) hours after such delivery. 

7. Payments.—Payments for said products shall be made on terms as fixed 
from time to time by Seller’s Credit Department to which Dealer shall furnish all 
credit information requested from time to time and if at any time Dealer's 
financial responsibility or payments become unsatisfactory to Seller cash pay- 
ments shall be made or satisfactory security furnished as may be required by 
Seller. 

8. Force Majeure.—Seller shall not be held responsible for any damage or loss 
to Dealer resulting from failure or delay in making deliveries which may be 
due to strike, accident, fire, war, insufficient supply of such products, failure or 
delay in transportation, Act of God or any other cause beyond Seller’s control, 
whether or not similar to the causes enumerated herein. Seller may apportion 
its available supply among its customers in such manner as it may determine. 

9. Resale Price—If pursuant to the Fair Trade Act of the State in which 
Dealer’s premises are located, Seller, at any time during the term hereof, estab- 
lishes a resale or minimum resale price for any product sold hereunder, Dealer 
agrees not to sell or advertise such product for sale at less than such established 
price effective at time and place of resale. 

10. Brands.—Dealer shall resell the products purchased hereunder only under 
Seller’s names, trade marks and brands and without variation or alteration of 
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their quality in any way and through pumps and containers properly marked 
with Seller’s names, trade marks and brands. Seller, in its uncontrolled discre- 
tion, may at any time change the brand name or any distinctive designation of 
any of its products. Should it do so, this contract shall be deemed to cover prod- 
ucts of the new names or designations to the same extent as if said names or 
designations were specifically set forth herein. 

11. Breach.—In the event Dealer breaches any of the provisions hereof Seller, 
at its option, may suspend or refuse deliveries hereunder and at any time ter- 
minate this contract upon written notice to Dealer. Such termination shall be 
exclusive of and in addition to any other remedy which Seller may have against 
Dealer for said breach. The waiver of any breach of any of the provisions hereof 
shall not be deemed a waiver of any succeeding or other breach. Upon the ex- 
priation of the term or any termination hereof any unpaid account of Dealer 
with Seller shall become immediately due and payable and Seller shall have the 
right, at its option, to enter upon Dealer’s premises and to remove, paint out 
or obliterate any signs, symbols or colors on said premises or on the buildings 
or equipment thereon which in Seller’s opinion would lead a purchaser to believe 
that Seller’s products are being offered for sale thereat. 

12. Execution and Effect.—This contract, as of the commencement date hereof, 
supersedes all agreements of a prior date between the parties hereto or their 
predecessors in interest, relating to the subject matter hereof, and releases the 
parties from any and all past or future obligations, claims or liabilities there- 
under, excepting only that Dealer agrees to pay Seller in accordance with its 
delivery tickets or statements rendered for all products delivered to Dealer there- 
under. This contract shall not be assigned by Dealer, or by operation of law, 
without Seller’s prior written consent. This contract contains the entire agree- 
ment between the parties, there being no oral promises, representations or war- 
ranties affecting it. Subject to the provisions of this Article, this contract shall 
be binding upon and shall inure to the benefit of the parties and their respective 
legal representatives, successors and assigns. This contract or any modification 
thereof shall not be binding upon Seller until signed on its behalf by its proper 
manager. Commencement of performance hereunder prior to signing as above 
stipulated in no case shall be construed as a waiver by Seller of this require- 
ment. 

In WITNESS WHEREOF, the parties have duly executed this contract the day 
and year first above written. 

Tipe WATER ASSOCIATED OIL COMPANY, 


ee pets Sete See eee ee a ee 


Exurpit B 


TipE WATER ASSOCIATED Or COMPANY 
(EASTERN DIVISION) 
TANK CAR SERVICE STATION DEALER’S GASOLINE AND LUBRICANTS CONTRACT 


CONTRACT made the ---------- a , 19____, between 
Tipe Water Associatep Or CoMPANY, a Delaware corporation, 17 me 
ye Rl ee a Ue. EF ee ee 

WITNESSETH : 

1. Term.—The term of this contract shall be for a period of ~-.----_------ 
year(s) commencing on the ~--------- i citi alse aesleeae ilies Sentilict a 
and from year to year thereafter, subject to termination at the end of the ini- 
tial period or any such subsequent year by either party upon thirty (30) days 
prior written notice mailed to the other party at its above address. 

2. Products and Quantities —Tide Water shall sell to Dealer and Dealer shall 
purchase and take from Tide Water during the period hereof Dealer’s require- 
ments of Tydol Flying A and Tydol Ethyl Gasolines, Veedol Motor Oils and 
Greases and Tydol Motor Oils for resale only in less than full tank car or car- 
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load lots. Tide Water shall have the right at any time to eliminate Tydol Ethy! 
Gasoline from this contract or to substitute herein another premium gasoline 
for Tydol Ethyl Gasoline. 

3. Resales.—Dealer’s resales of said products shall be confined to tne toca- 
tions listed in Exhibit A hereto annexed and made a part hereof. It is under- 
stood that Dealer may make an addition or additions to the locations listed in 
said Exhibit A from which Dealer may resell any or all of said products here- 
under, provided Tide Water’s written approval in each case is had and obtained 
prior to Dealer’s acquiring such additional location, and in such event the same 
will be deemed included in said Exhibit A as of the date Dealer acquires such 
location after Dealer’s receipt from Tire Water of such written approval. 

4. Orders.—Orders for said products shall be fairly equally distributed 
throughout the period of this contract, except that during any month of said 
period orders for 

Tydol Flying A Gasoline shall not exceed gallons. 

Tydol Ethyl Gasoline shall not exceed -__.___~. . gallons. 
All orders shall be in writing, designating destination and time of shipment 
desired. Orders for gasoline shall specify the kinds and quantities desired. 
Orders for motor oils and greases shall specify definitely, to the satisfaction 
of Tide Water, the kinds and/or grades of such products, the quantities of each, 
and the types of Tide Water packages or containers desired. 

5. Shipments.—a. Only full tank car purchases and shipments of Tydol Flying 
A Gasoline shall be made, delivery to be f.o.b. such Tide Water shipping point 
as Tide Water may elect from time to time consigned to Dealer at 
with an allowance in lieu of freight to be fixed by Tide Water on each such ship- 
ment. Tide Water, at its option, may ship such full tank car purchases of Tydo!l 
Flying A Gasoline in its own transport truck equipment or that of any other 
earrier designated by Tide Water, in which event delivery shall be made into 
Dealer’s bulk storage equipment at Shipments of 
Tydol Ethyl Gasoline and Motor Oils and Greases in Tide Water’s regular pack- 
ages, cans, cartons, drums and/or other containers, shall be made by Tide Water 
in its own truck equipment, delivery to be f.o.b. the respective locations of Dealer 
listed in said Exhibit A. Tide Water reserves the right to refuse to make de- 
liveries into any storage equipment of Dealer which in the sole judgment of 
Tide Water is unsafe or otherwise unsatisfactory for the receipt of deliveries 

b. Shipments shall be made with reasonable promptness but Tide Water shall 
not be liable in damages or otherwise when shipments are prevented, delayed or 
otherwise affected, or changes in quality or discontinuance of any of its products 
or types or sizes of containers are necessitated, by or in connection with an em- 
bargo, order, requisition or request of any government or acting authority, Act 
of God, fire, storm, flood, earthquake, war, strike, industrial disturbance, accident, 
inability to secure supplies in the open market, failure or impairment of Tide 
Water’s supplies or facilities of production, transportation, manufacture or dis- 
tribution regularly used in the ordinary course of Tide Water’s business, joinder 
of Tide Water in any curtailment, rationing or pro-ration program, whether 
voluntary or involuntary, or any other causes whatsoever beyond Tide Water’s 
control, whether or not similar to the causes enumerated herein. Dealer may 
purchase elsewhere, but without recourse to Tide Water, any product which 
Tide Water fails to ship because of any such causes. Upon cessation of such 
causes, shipments shall be resumed hereunder, but not beyond the period hereof, 
nor, except by mutual agreement, in any greater amounts than required to be 
shipped during the unexpired period of the contract, excluding amounts not 
shipped during the period Tide Water is excused from making shipments. If 
any such causes hinder or delay Tide Water from making deliveries to all its 
customers, failure to make shipments to Dealer, in whole or in part, while making 
deliveries to others, shall not be a violation of this contract. Tide Water may 
apportion its available supply among its customers in such manner as it may 
determine. 

6. Prices.—The price per gallon (per pound of grease) to be paid by Dealer 
shall be: 

a. For Tydol Flying A Gasoline, the tank car service station dealer’s price 
therefor as posted by Tide Water at its 
plant, effective for destination upon date of shipment. 

b. For Tydol Ethyl Gasoline, the dealer’s price therefor as posted by Tide 
Water at its bulk plant from which shipment is made hereunder, effective for 
destination upon date of shipment. 
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ce. For Veedol Motor Oils and Greases and Tydol Motor Oils, the list prices 
shown therefor for the respective brands and containers on Tide Water's Price 
List for Veedol and Tydol Lubricants effective for destination upon date of ship- 
ment, with allowance of the respective discounts, if any, shown thereon as and 
when earned by Dealer. 

7. Taves.—In addition to the provided purchase price, Dealer shall pay all 
duties, taxes and other charges now or hereafter imposed by any federal, state 
or other governmental authority in the United States with respect to the importa- 
tion, production, transportation, manufacture, sale, delivery or use of any of the 
products covered by this contract, which Tide Water may be required by any 
such authority or otherwise to assume, pay or collect. 

8. Claims.—Dealer waives any claim against Tide Water as to price or quantity 
of any shipment of products hereunder, unless such claim is made by Dealer 
to Tide Water in writing within forty-eight (48) hours after arrival of such 
shipment. 

9. Payments.—Payments for said products shall be made on terms as fixed 
from time to time by Tide Water’s Credit Department to which Dealer shall 
furnish all credit information requested from time to time and if at any time 
Dealer’s financial responsibility or payments become unsatisfactory to Tide 
Water cash payments shall be made or satisfactory security furnished as may be 
required by Tide Water. 

10. Resale Price—If pursuant to the Fair Trade Act of the state in which 
Dealer’s premises are located, Tide Water, at any time during the period hereof, 
establishes a resale or minimum resale price for any product sold hereunder, 
Dealer agrees not to sell or advertise such product for sale at less than such 
established price effective at time and place of resale. 

11. Brands.—Dealer shall resell the products purchased hereunder only under 
Tide Water’s names, trade-marks and brands and without variation or alteration 
of their quality in any way and through pumps and containers properly marked 
with Tide Water’s names, trade-marks and brands. Tide Water, in its uncon- 
trolled discretion, may at any time change the brand name or any distinctive 
designation of any of its products. Should it do so, this contract shall be deemed 
to cover products of the new names or designations to the same extent as if said 
names or designations were specifically set forth herein. 

12. Breach.—In the event Dealer breaches any of the provisions hereof Tide 
Water, at its option, may suspend or refuse shipments hereunder and at any time 
terminate this contract upon written notice to Dealer. Such termination shall 
be exclusive of and in addition to any other remedy which Tide Water may have 
against Dealer fur said breach. The waiver of any breach of any of the provi- 
sions hereof shall not be deemed a waiver of any succeeding or other breach. 
Upon the expiration of the period or any termination hereof any unpaid account 
of Dealer with Tide Water shall become immediately due and payable and Tide 
Water shall have the right, at its option, to enter upon Dealer’s premises and to 
remove, paint out or obliterate any signs, symbols or colors on said premises or on 
the buildings or equipment thereon which in Tide Water’s opinion would lead a 
purchaser to believe that Tide Water’s products are being offered for sale thereat. 

13. Prior Contract.—This contract supersedes as of the commencement date 
hereof any other Dealer’s or Distributor’s Tydol and Veedol contract in effect 
between the parties at the date hereof (called “prior contract’). It is understood 
and agreed, however, that notwithstanding any other provision hereof to the 
contrary, all purchases made by Dealer from Tide Water under such prior con- 
tract shall be paid for in accordance with the terms of such prior contracts and 
all other rights of either party hereto as against the other which shall have 
accrued under such prior contract shall similarly remain unimpaired. 

14. Execution and Effect.—This contract shall not be assigned by Dealer, or by 
operation of law, without Tide Water’s prior written consent. This contract 
contains the entire agreement between the parties, there being no oral promises, 
representations or warranties affecting it. Subject to the provisions of this Arti- 
cle, this contract shall be binding upon and shall inure to the benefit of the parties 
and their respective legal representatives, successors and assigns. This contract 
or any modification thereof shall not be binding upon Tide Water until signed 
on its behalf by its proper manager. Commencement of performance hereunder 
prior to signing as above stipulated in no case shall be construed as a waiver by 
Tide Water of this requirement. 
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In WITNESS WHEREOF, the parties have duly executed this contract the day 
and year first above written. 
TipE WATER ASSOCIATED OIL COMPANY 
I ede cae eat nctieineiltnlinsneams 


Dealer 


APPENDIX XI 
(THE CALIFORNIA Orn Co. REPLY TO COMMITTEE QUESTIONNAIRE) 


THE CALIFORNIA OIL COMPANY, 
Perth Amboy, N.J., January 14, 1955. 
Hon. Epwarp J. THYE, 
Chairman, Senate Select Committee on Small Business, 
United States Senate, Washington, D.C. 


Deak SENATOR THYE: Mr. Harold S. Teasdel of the California Co., has for- 
warded to us your communication of December 6, 1954, erroneously addressed 
to him as president of the California Oil Co. In response thereto, we give you 
the following information for the State of New Jersey, using the same designa- 
tions as are in your questionnaire of December 6, 1954. The information pertains 
to 1954. 

1. We do not sell to gasoline service stations except certain unbranded gaso- 
line which we sell to one customer whom we understand to be either a retailer 
or affiliated with retailers. We do not know how many retail outlets it has, as it 
picks up the gasoline at our terminals. We own and operate one retail service 
station on our refinery property at Perth Amboy. Gasoline is delivered to that 
station by one of our wholesale distributors to whom we pay a service charge for 
such deliveries. 

(a) None. 

(b) One, as above mentioned. 

(c) None. 

(d@) None except to the unbranded customer above mentioned, and we do not 
know the number of its outlets. 

(e) All retail outlets (except the refinery station) selling gasoline under our 
brand name purchase it from wholesalers who purchase from us. We do not 
know what the arrangements are between wholesaler and retailer. The whole- 
saler is not required to resell our gasoline under our brand name and some do 
not always do so. 

(f) In the first 11 months of 1954 approximately 75,000 gallons were delivered 
to the refinery station and our unbranded customer and affiliates picked up 
25,332,000 gallons at our Perth Amboy refinery and Paulsboro terminal. 

2. (a) None. 

(b) None. 

(c) All but our unbranded customer. 

(d) None. 

(e) 25,332,000 gallons to our unbranded customer and affiliates in the first 11 
months of 1954; 51,702,000 gallons to wholesale distributors who resold only part 
of it to retail service stations. We do not know how much. 

3. Two, insofar as retail dealers are concerned. We own 43 service stations 
in New Jersey, all but 2 of which are leased to wholesalers of our branded gaso- 
line. We hold under long-term lease 31 stations in New Jersey all but one of 
which are sublet to wholesalers of our branded gasoline. We own all the realty 
of the 43 stations and none of the 31. In addition to these, we own the building 
at two locations where we lease the land. 

4. We have only two lessees who are retail dealers. Each is on but a single 
lease from us. Neither buys gasoline from us. 

5. The dealer who leases the station which we own pays a monthly rental of 
$300 plus 1.5 cents for each gallon of gasoline in excess of 15,000 gallons but less 
than 18,000 gallons delivered to the premises during the month plus 1 cent for 
each gallon from 18,000 to 21,000. The dealer who subleases the station which 
we lease pays $225 a month plus 1.5 cents on gallonage from 12,000 to 15,000 and 
1 cent from 15,000 to 18,000. We have no particular form of lease to dealers. 
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6. We compute a monthly cost to us in the following manner: On service sta- 
tions which we hold under lease, the monthly cost is the monthly rental which 
we pay plus one-twelfth of such annual taxes, if any, as we may be obligated 
to bear plus an amount varying between $25 and $35 a month. On service 
stations which we own, the monthly cost is one two-hundred-and-fortieth of the 
cost of the property to us (i. e. amortization of cost of land and improvements 
over 20 years) plus one-twelfth of our annual taxes plus one-twelfth of our annual 
insurance plus from $25 to $35 a month. 

The monthly rent to the wholesaler is on a gallonage basis with a minimum of 
two-thirds of the monthly cost to us. We divide 2% cents into the monthly cost 
to us to get a quotient which may be termed the “break even gallonage.” On all 
gasoline delivered to the premises during the calendar month not in excess of the 
break even gallonage, we charge a rental of 2% cents per gallon and on gasoline 
delivered in excess of the break even gallonage, we charge 1 cent a gallon, with 
a monthly minimum, as above mentioned, of two-thirds of the monthly cost to us. 

7. We have no supply contract with retail outlets except one with an un- 
branded customer. The contract is not a model for any others. We do not know 
the number of retail outlets this customer has, as it picks up the gasoline in its 
own trucks at our terminals. 

8. We have no customers whom we regularly supply in tank car or larger quan- 
tities. We classify them all as tank wagon purchasers, In the first 11 months 
we sold 25,332,000 gallons to our unbranded customer and affiliates and 51,702,000 
gallons to our wholesale distributors. Certain of the wholesalers may operate 
service stations of their own but we have no reliable information on this. We 
know many of them sell to large commercial consumers. 

9. None. 

10. Our two lessees who are retail dealers have had the stations only from June 
1, 1954, and September 1, 1954, respectively, and there is, therefore, not enough 
experience to determine the annual rate of turnover. They do not purchase 
gasoline from us. 

11. We do not serve any service stations and we do not know whether any 
service stations served by wholesalers who buy from us handle the branded 
gasoline of a competitor. It is our belief that there are no service stations selling 
branded gasoline under our trade name (Calso) that also handle the branded 
gasoline of a competitor. 

12. We do not know and have no way of finding out. We make no deliveries 
to service stations. 

13. We have given none of the listed benefits to gasoline stations or establish- 
ments retailing petroleum products except that during the 1954 price war in New 
Jersey (1) we gave our unbranded customer a voluntary discount from the price 
provided in its contract and (2) we gave the wholesalers voluntary discounts 
from the prices provided in their contracts and believe the wholesalers passed 
all these discounts along to dealers to whom they sold. None of our customers 
purchases from us at a posted dealer tank wagon price. 

14. The discounts mentioned in answer to question 18 were given to enable the 
customers there mentioned to continue marketing our gasoline in the face of 
price war reductions in the retail prices of other brands and to enable the whole- 
salers to give discounts to their dealers for the same purpose. 

Very truly yours, 


BH. W. ENDTER. 


APPENDIX XII 
(AMERICAN Ot Co. REPLY TO COMMITTEE QUESTION NAIRE) 


AMERICAN O1. Co., 


New York, March 17, 1955. 
Hon. Epwarp J. THYE, 


Chairman, Select Committee on Small Business, 
United States Senate, Washington, D. C. 


Deak Sik: Following your request as outlined in your letter of December 6, 
1954, we are enclosing herewith completed questionnaire which you have indi- 
cated will assist your committee in making a study of conditions which have 
brought about gasoline price wars prevalent in the New Jersey area of our 
marketing territory. 
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We certainly hope that your committee will find some way to eliminate price 
wars without injuring our competitive and free-enterprise system. 

If you need any further information in connection with our study we will be 
glad to cooperate. 
Very truly yours, 


T. A. ALDRIDGE. 


AMERICAN Orn Co., ANSWERS TO SENATE SMALL BusINEsS COMMITTEE 
QUESTIONNAIRE, DECEMBER 6, 1954 


1. 883; (@) 223,* (b) none, (c) none, (d) 512, 
age, June 1954, 7,193,768. 

Gasoline gallonage, June 1954: (a) 2,860,234; (b) none; (c) none; (d) gasoline 
gallonage, June 1954, 3,251,768; (e) none. 

In addition to (a)* and (d)* above, our distributors and jobbers serve 138 re- 
tail outlets which are operated in the following manner: (1) Salary basis, 7; 
(2) lessee dealers, 51; (3) regular dealer basis, 80. 

Breakdown of gasoline gallonage of 192,580 gallons delivered by jobbers in 
June 1954 is not available. Gallonage delivered by our branded distributors in 
June 1954 was as follows; Lessee dealers, 543,617; regular dealers, 345,569. 

2. (a) None; (0b) 92; (c) 1388; (d@) none; (e) as to (@) none; (b) gasoline 
gallonage, June 1954, 674,782; (c) gasoline gallonage, June 1954, 1,081,766. 

3. 233; (a) 45, (b) 18, (e) 170. 

4. (a) 3; (Bb) none. 

5. (a) 30; (b) 32; (c) 171; (d) none; (e) copy of form requested attached. 

6. There are two factors involved, viz, one is the potential volume of gasoline 
that may be expected and the other is the availability of tenant-operators for the 
particular station, as limited and restricted by competition for such operators 
from our competitors, In general, we endeavor to get a rental equivalent to 1 cent 
to 1% cents per gallon of the potential monthly gallonage of the station, but in 
the last analysis what rental we are able to receive depends upon the competi- 
tion from competitors to acquire the dealer. 

7. No. We have approximately 50 dealer service stations which we serve on 
a “spot’ basis without contract. Copy of form requested attached. 

8. 3 (jobbers). (a) 3; (b) 745; (c) as to (a), gasoline gallonage, June 1954, 
192,580; (b) gasoline gallonage, June 1954, 6,112,002. 

9. 216. (a) None of these units have been changed to commissioned agent- 
operated stations since January 1952. 

10. 1952, 17 percent; 1953, 24 percent; 1954, 25 percent. Includes substantial 
number of changes in partnership. 

Lm 

12. 25 (jobber stations). 

13. (a) 745; (b) 1; (c) none; (d) none; (e) none. 

14. (a) Voluntary discounts from our posted prices allowed to dealers to meet 
competition ; (b) price discount allowances to meet competition. 





* (e) none; (7) gasoline gallon- 


(Exhibit for question 5 (e)) 


a es ees Gn oo de ee es Bay Of uc ns 
19____, by and between THE AMERICAN OIL CoMPANY, a Maryland corporation, 
(hereinafter called “Lessor”) and 
(hereinafter called “LESSEE” ) : 
WITNESSETH : In consideration of the mutual covenants and agreements herein- 
after set forth, Lessor hereby leases to LESSEE that certain gasoline service 
CI i cath a iinp srg tlle ipndatile Mate Sia 
ih SG ceo Sad ee Sse RG a als a i eee 
Cote o@ cisco bess sol aloes CEIIINII sic So ie ei eae ES 
together with the improvements thereon and all the equipment and appa- 
ratus used in connection with the gasoline service station located on said 
premises, including specifically the equipment listed on Form 96-S dated 


aia aaa 2 BL ae 08 oT ca anal , 19___-_, attached hereto and made a 
part hereof. 
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To Have anp To Hop for a term of six (6) months beginning on the 
comiieg nasi eee, ena Ong 0) 6 ios si ccd, 8. yy ee Oe 
after for consecutive terms of six (6) months each, subject to termination by 
either party at the end of any six-month term upon ten (10) days’ prior written 
notice to the other. It is further understood and agreed that if Lessor is not the 
owner of the premises herein demised then the within lease and the estate created 
hereby are subject to all of the terms, provisions and conditions of the lease or 
other arrangement under which the Lessor has been occupying said premises, 
and if for any reason whatsoever, and with or without the consent of Lessor, 
Lessor’s tenancy is cancelled, terminated or surrendered, then the within lease 
shall be automatically terminated and cancelled without further act of either of 
the parties hereto and without any liability on the part of Lessor. 

The demised premises shall be used solely for the purposes of a gasoline service 
station and for the sale of automobile supplies and accessories. All taxes (except 
real estate taxes and assessments), licenses or other charges which may be as- 
sessed against the premises or in connection with the business conducted thereon, 
shall be paid by the LESSEE. 

LESSEE agrees to pay Lessor as rent for said premises, an amount equivalent 
OO nes ete leeke ees wennammee a ¢) per gallon on all gaso- 
line and/or motor fuel delivered to said premises for resale, payable at the time 
of delivery ; provided, however, that the rental so paid during any month shall 
mnt Ge Same Cae eh NE aaa oes te net eo et ee 
sic tinea aR as bn Dl aicieetpicncaneintiaie DIRE (Bn Slee nett OR 
the gallonage rental is less than such minimum rental the difference shall be paid 
on or before the 10th day of the following month. LE&ssor shall have access to 
LESSEE’s records for the purpose of determining the rent payable hereunder. 
LESSEE shall give to Lessor or or before the 10th day of each month a statement 
showing all deliveries of gasoline and/or motor fuel delivered to said premises for 
resale during the preceding month and shall give Lessor access to its books and 
records and permit Lessor to take pump meter readings at reasonable intervals 
in order to check the accuracy of said statements. 

Anp it is further agreed that if Lessee shall make default in the payment of 
the rent reserved hereunder or any part thereof, or in the event of breach of any 
of the covenants or agreements herein contained, to be kept by the Lresserg, or in 
the event of the bankruptcy or insolvency of the LESSEE, or in the event of the 
condemnation of the whole or any part of the demised premises, or in the event 
LESSEE abandons the premises, LEssor may terminate this lease by giving LESSEE 
written notice of its intention so to do and the Lessor shall have the right to re- 
enter the demised premises either with or without process of law, and remove 
all persons and property therefrom either by summary dispossess proceedings or 
by any suitable action or proceeding at law or by force or otherwise without being 
liable to indictment, prosecution or damage therefor. The premises shall be 
deemed abandoned if during any period of twenty-four (24) consecutive hours 
the said gasoline service station is not open for the sale of gasoline or motor fuel. 
Notice hereunder shall be deemed to have been given when delivered to the 
LESSEE personally or when left at the demised premises or when mailed United 
States registered mail, addressed to the LESSEE at the demised premises. LESSEE 
hereby waives any right or interest in any condemnation award. 

Anp it is further understood and agreed that the waiver by Lessor of any 
breach or default in the perforinance by Lessee of any of the terms, covenants, 
conditions or provisions hereof on the part of Lessee to be done and performed 
hereunder shall be limited to the particular breach or default and shall not be 
deemed or construed as a waiver of any subsequent or continuing breach or 
default of the same terms, covenants, conditions and provisions hereof. 

This agreement embodies the entire arrangement between the parties hereto 
relative to the subject matter hereof and shall not be modified, changed or altered 
in any respect except in writing signed by each of the parties hereto. 

This lease shall be binding upon Lessee only when duly signed on its behalf 
by its Vice-President. 

LESSEE agrees to keep the premises and equipment in good order and repair, 
and LESSEE assumes and agrees to be responsible for full and exclusive control 
of premises and equipment thereon, and agrees to indemnify and save Lessor 
harmless from ana against any and all claims, suits, actions, damages, and/or 
causes of action for any personal injury, loss of life and/or damage to property 
sustained in or about the leased premises or the buildings or improvements 
thereon, or the appurtenances thereto, or upon the adjacent sidewalks and streets, 
during the term of this lease, and from and against all costs, counsel fees, ex- 
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penses and liabilities incurred in and about any such claims, the investigation 
thereof, or the defense of any action or proceeding brought thereon, and from 
and against any orders, judgments and/or decrees that may be entered therein. 

Lessee hereby covenants and agrees to pay the rent as aforesaid, to assume 
and pay all bills and charges for electricity, gas and water used upon the prem- 
ises and all other charges incident to the conduct of Lessrz’s business upon the 
premises, and to comply with all rules and regulations of the public authorities 
relative to the use of said premises. Lessee agrees to replace at his own cost 
and expense any equipment which may be lost, stolen, broken, or otherwise de- 
stroyed through no fault of Lessor and not do or permit anything to be done 
on or about said property which will increase the rates of insurance thereon. 
LESSEE agrees that it will not make any structural alternation nor erect or place 
or permit to be erected or placed upon the demised premises any building, sign, 
sign structure, fixture or other form of appurtenance without first having se- 
cured in writing the approval of Lessor’s Division Engineer as to the plans, 
specifications, size and location thereof, and the manner by which such struc- 
tures, fixtures or appurtenances are to be attached to or placed upon the demised 
premises. LEsseEE agrees that upon the expiration or termination of this lease, 
the premises and the buildings and equipment thereon shall be surrendered 
forthwith to Lessor in as good condition as at the date hereof, reasonable wear 
and tear except. Lessee shall not assign this lease or sublet any portion of 
the demised premises wihout the prior written consent of Lessor. 


EQUIPMENT 


As WirnNess the signatures of the parties hereto the day and year first above 
written. 
THE AMERICAN OIL COMPANY 


Vice-President 
(SEAL) 
(SEAL) 
Attest: 


(Exhibit for Question 7) 


DEALER AGREEMENT 


THE AMERICAN OIL COMPANY, a Maryland Corporation, hereinafter called 
AMERICAN, hereby contracts with 
hereinafter called DEALER, as follows: 


Products and Duration of Contract 


1. AMERICAN does hereby agree to sell to DeALerR, and DEALER does hereby 
agree to purchase from AMERICAN, AMOco-GAsS, AMERICAN GAs and other brands 
of gasoline and motor fuel marketed by AMERICAN at the time and place of 
delivery hereunder, and AMERICAN’s lubricating oils, greases, kerosene and other 
petroleum products, and motor alcohol and anti-freeze preparations, for resale 
upon the premises of DEALER at No Street, 

, during a period of year(s) beginning 
and thereafter from year to year unless terminated by DEALER at the expiration 
of the original term of years or any subsequent yearly period upon ninety (90) 
days’ prior written notice from DEALER to AMERICAN. 


Prices 


2. AMoco-Gas, AMERICAN GAs, etc.: DEALER agrees to pay AMERICAN for 
Amoco-Gas, AMERICAN Gas and other brands of gasoline and motor fuel supplied 
hereunder AMERICAN’s posted Dealer tank wagon price, as in effect at the time 
and place of each delivery, for the particular product supplied hereunder. 
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LUBRICATING O1ILs, GREASES, MoToR ALCOHOL and ANTI-FREEZE PREPARATIONS: 
DEALER agrees to pay AMERICAN for the lubricating oils, greases, motor alcoho} 
and anti-freeze preparations supplied hereunder AMERICAN’s posted Dealer 
price for said respective products, as in effect at the time and place of each 
delivery, for the particular product supplied hereunder. 

KEROSENE: DEALER agrees to pay AMERICAN for kerosene supplied hereunder 
AMERICAN’s posted Dealer tank wagon price for kerosene, as in effect at the time 
and place of each delivery. 


Tazes, etc. 


3. DEALER agrees to assume and pay to AMERICAN all taxes, fees and other 
charges with respect to the manufacture, receipt, sale, delivery or use of said 
products, which AMERICAN may be required to pay or collect upon the products 
or merchandise sold hereunder, under any municipal, state or federal law now 
in effect or hereafter enacted. All such taxes, fees and other charges shall be paid 
by DEALER to AMERICAN at the time of payment for the products or merchandise 
supplied hereunder and shall be added to the invoices therefor. 


Terms 


4. DEALER agrees to pay for the products or merchandise supplied hereunder 
in cash at time of delivery. If AMERICAN shall extend credit to DEALER, AMER- 
ICAN reserves the right to withdraw such credit at any time, and demand cash 
payment on delivery. 


Force Majeure 


5. AMERICAN agrees to make deliveries of the products or merchandice pur- 
chased by DEALER hereunder with reasonable promptness, but AMERICAN shall 
not be liable for any delay or failure to deliver due to acts of God, fire, accidents, 
strikes, riots, interruptions or delays in transportation, orders of the President 
of the United States or of any governmental agency, failure to obtain from normal 
and usual sources either partially or totally the products above described or the 
crude materials from which they are obtained, or any other cause beyond the 
control of AMERICAN or its affiliated companies. 


Entirety of Contract 


6. This agreement, which includes Paragraphs 7, 8 and 9 on the reverse side 
hereof, embodies all arrangements between the parties hereto relative to the 
subject matter hereof and shall not be modified, changed or altered in any respect 
except in writing signed by DEALER and by AMERICAN ; and shall be binding upon 
and inure to the benefit of the heirs, personal representatives, successors and 
assigns of the parties hereto. 

DATED this 


Witness: 


ES scacsnsctantesiiiclh crnensinnimnnginnt enn 
Suspension of Deliveries 


7. Upon the failure or refusal by DeaLer to comply with the requirements 
hereof AMERICAN shall have the right to suspend deliveries pending such failure 
or refusal, or AMERICAN may terminate this agreement. The suspension or termi- 
nation of this agreement because of the failure of the DEALer to perform any 
of the agreements herein contained shall not in anywise prejudice any of AMERI- 
CAN’s rights or remedies hereunder. 


Cancellation 


8. It is agreed that American shall have the right, at its option, to cancel 
this agreement at any time by giving DeaLer ten (10) days’ prior written notice 
of its election so to do. 
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Equipment 
9. AMERICAN agrees to lend to DEALer the following equipment now installed 


and to be maintained upon the aforesaid premises of Dea.er, subject to the fol- 
lowing terms and conditions : 


with the storage, handling and/or sale of petroleum products purchased from 
AMERICAN ; and Deaer shall not mix, blend or dilute said products. AMERICAN 
may at all times examine samples of products in DeaLer’s possession to determine 
if quality is being maintained, and in the event it shall be found that said prod- 
ucts have been mixed, blended, diluted or in any manner tampered with, AMExri- 
CAN may rorthwith cancel this contract. 

(b) That said equipment and facilities and all appliances connected therewith 
shall at ail times be and remain the property of AMERICAN, and DEALER will not 
damage, «mcumber or remove said equipment or do any act or thing whereby the 
title of AMERICAN thereto may be prejudiced or affected in any way. 

(ec) That DEALER will maintain said equipment and facilities in good condition 
at his own expense and shall pay all licenses, taxes or other charges assessed 
or levied upon said equipment or upon the use thereof. 

(d) That AMERICAN may remove all or any part of said equipment and facili- 
ties at any time following any breach of or termination of this contract upon 
written notice to DEALER of any such breach or termination. After such notice 
is given, AMERICAN may enter at any time upon the premises and remove and 
retake all the equipment, with or without legal aid, and shall not be responsible 
for any loss, damage and/or injury occasioned by such removal. 

(e) That Dea.er shall indemnify and save harmless AMERICAN, its successors 
and assigns, of and from any and all liability or claims for loss, damage or in- 
jury to persons or property (including, but not by way of limitation, claims of 
the parties hereto, their agents, servants, employees, representatives or invitees, 
whether for death, personal injury or damage to property), caused or occasioned 
by the use of said equipment, or by the leakage, fire or explosion of any product 
stored in or contained in or drawn through said equipment and facilities, or 
otherwise, whether due to imperfection in said equipment and facilities or any 
part thereof, latent or patent, or to any fault in the installation thereof, whether 
the same arises from negligence or otherwise. It is understood that AMERICAN 
makes no warranty whatsoever as to the condition or fitness for use of the 
equipment and facilities covered hereunder. 

(f) The foregoing terms and conditions shall be applicable to any additional 
or substituted equipment which may be loaned by AMERICAN to DEALer for use 
upon the aforesaid premises. 


LANDLORD’S CONSENT 


The undersigned, owner of the premises referred to in the foregoing contract, 
hereby agrees for himself, his heirs, personal representatives, successors and 
assigns, that all equipment and facilities, or any and all parts thereof, and equip- 
ment used in connection therewith, heretofore or hereafter installed upon the 
said premises by THE AMERICAN Ort CoMPANY, or acquired by said CoMPANY 
from any predecessor in title, shall at all times be deemed personal property 
and may be removed by THE AMERICAN OIL CoMPANY, its successors or assigns, 
or its or their representatives at any time without notice to the undersigned, 
the undersigned hereby waiving all right to levy or distrain thereon for rent or 
otherwise. 


Address 
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APPENDIX XIII 


(DEcEMBER 16, 1955, TELEGRAM FROM GEorRGE J. BURGER, NATIONAL FEDERATION OF 
INDEPENDENT BUSINESS, WASHINGTTON, D. C., TO SENATOR HUMPHREY) 


WASHINGTON, D. C., December 15, 1955. 
Hon. Husert HUMPHREY, 

Chairman, Subcommittee on Retailing Distribution and Fair Trade Practices, 
Senate Small Business Committee, Room 140, Senuté Office Building, 
Washington, D. C.: 

In the present hearings you are conducting, receiving testimony from 12 
major oil companies doing business in the State of New Jersey it is to be noted 
that in your questioning of the witnesses as to their opinion on divorcement of 
the manufacturer and producer from the retail field, the answers you have 
received from the witnesses stated: “Divorcement would bring abvut increased 
cost of gasoline to the public. Independent businessmen in the gasoline field 
would find difficulty in functioning through divorcement. Service would go down 
and prices would go up.” This seems to be the consensus of opinion of the 
witnesses questioned as to divorcement. The Nationa] Federation of Independent 
Business vigorously opposed such a conclusion as so stated by the major oil 
couipanies. It will be found that in a consent decree of the meatpackers, entered 
into February 27, 1920, which prohibited the meatpackers owning and operating 
retail stores, that no higher cost accrued to the public, nor did the divorcement 
result in independent meat establishments having difficulty in maintaining their 
previous position in the industry, nor did the services to the public go duwn and 
this decree has resulted in many thousands of independent meat retailers, and 
we have not witnessed any great demoralization in the pricing structure in the 
meat industry. The Supreme Court has reaffirmed this decision time and again. 
More recent development on divorcement has been similar action taken with the 
Pullman Co. owning and operating pullman cars. No injury has accrued through 
this divorcement, nor has the public suffered, and finally, in the moving picture 
industry producers had to divorce themselves from owning and operating theaters 
and such divorcement also has shown no injury to the public nor has it brought 
about increased costs, and it may be found that services have increased instead 
of being lowered. From our experience in the small-business field we find that 
where any producer enters the retail field direct or indirect in competition with 
his own independent retailers, it always results in price wars sooner or later 
within that industry. We believe these price wars which are instituted are 
largely due to the actions of the producers themselves. Would you kindly make 
this message a part of the hearings? 

GEorRGE J. BUGRER, 
Vice President, National Federation of Independent Business. 





